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Strength with Speed 


ee any war, the aggressor has the initial advantage and Korea is proving 

no exception to the rule. The Communist invaders, armed with 
tanks and supporting aircraft, would have made short work of the 
unprepared, lightly armed and poorly organised South Korean forces, 
had not the American intervention put some stiffening into the defence. 
Even so, the original American hope that assistance from the United 
States and the Commonwealth by sea and air would be sufficient to 
check the Communists’ armoured thrusts has been disappointed. 
The news is still of steady southward advances. 


These initial successes do not necessarily presage a Communist 
victory. Nor do they in any way invalidate the case for the original 
intervention by the United Nations. The political consequences of 
permitting the Communists to swallow up, unmolested, a neighbouring 
country would have been shattering to the morale of the free nations. 
The President’s speedy decision, the action of the Security Council in 
first condemning the aggression and then calling on the nations to assist 
South Korea, the readiness of forty-three states to support the Security 
Council’s resolution, including, most significantly, India—all these 
moves have undoubtedly stiffened the political stamina of the free 
world. The unity shown in the parliamentary debate on Korea reflects 
a wider unity among the free nations. Morally, the “ great alliance ” 
has been strengthened by the events of the week. 


There is, however, no reason to gloss over the possibility that, 
militarily, the reverse may be the case. A campaign is being fought 
on terrain and at a time of the enemy’s choosing. Precious Allied 
resources in men and weapons are being drawn into a struggle whose 
strategic remoteness from the real centres of interest and danger seems 
considerable. If the intervention of the free nations brings the Korean 
episode to a speedy and successful end, then, clearly, political necessity 
and military advantage will have gone hand in hand. But if the Korean 
campaign is lost or bogs down in a long-drawn-out struggle, the com- 
mitment of a large part of the free nations’ military reserves to one 
particular spot might positively invite Communist adventures in other 
areas. It is true that the Russians have so far adopted a non-committal 
attitude over Korea, contenting themselves with denunciations of 
“ American aggression” and of the “illegality” of the Security 
Council’s action. But the possibility of them increasing their 
support to North Korea or intensifying their pressure on some other 
weak spot along the Soviét~periphery cannot be. ruled out. They 
enjoy, after all, a central position and can strike in many directions 
without actually committing Soviet troops. A western intervention 
in Korea does not automatically put a stop to these dangerous 
possibilities. It is only a first step. The crucial question now is to 
determine how the west’s will to check aggression—which the Korean 
action has made plain—can be translated into the ability to check 
aggression, which has yet to be proved. ; 

The Communists will become convinced that aggression does not 
pay on two conditions only. The first is that local coups 
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can be checked by the speedy and successful applica- 
tion of western force. The second is that these local 
interventions do not so weaken and disorganise the 
nations of the free world that they are unprepared for 
the general conflict that would be unleashed if the 
Russians, in their folly, were to commit direct aggression 
and launch an invasion not by their satellites but by their 
own troops. One has only to set out these conditions 
of successful deterrence to realise how very far the free 
nations are from being able to fulfil them. Their level 
of armament, degree of preparedness and readiness for 
mobilisation are such that even relatively small police 
actions place a strain upon their military resources. If 
the strain were repeated or multiplied, their interventions 
might become progressively less effective. Unless, there- 
fore, they are prepared to reconsider at once and 
drastically the whole scale of their military effort, it is 
impossible to see how the Korean intervention can fulfil 
its real purpose—which is not, heaven knows, primarily 
to restore an unstable little state below the 38th parallel 
but to serve notice on the “ Communist half” that 
aggression does not pay. 


» 


There is no denying that a policy of increased arma- 
ments is probably the most unpalatable prospect the 
democracies can be asked to face. It is a tremendous irony 
of the postwar world that the Russians, whose own dis- 
armament has been partial, who have armed Far Eastern 
Communism and who in Europe have embarked on the 
most hazardous of all military policies—the rearmament 
of Germany—can still pose as peace-lovers. It is a still 
greater irony that they can, while remaining armed them- 
selves, brand as warmongers the democracies, whose 
sense of distaste and repulsion at the grim necessity of 
rearmament can hardly be exaggerated. The inhibitions 
are not simply psychological. They do not only spring 
from the demand for peace which free speaking and 
freely governed peoples can make vocal and effective. 
The economic difficulties are immense. In the 1930s 
both Britain and the United States had unused resources 
which could be mobilised for rearmament. Today, how- 
ever, the decision to expand the armament of the free 
world involves a real abandonment of other social expen- 
ditures. In fully employed economies, whose tendency is 
towards inflation, the choice of guns involves less butter. 
The necessities of defence must begin to touch a most 
sensitive spot—the pocket of the electorate. 


The problem of speed is not much less difficult than 
the problem of scale. The policies of the Atlantic 
powers are at the moment geared to the expectation of 
maximum effort in two or three years’ time. The aim 
is complete defence by 1953 or 1954. The lesson of 
Korea is, surely, that the defence that is available within 
six months, or six days, has far greater value than 
possibly better and more technically efficient defence 
that would nevertheless not be ready for another 
two years. The time-tables of military planning have 
to be given the urgency of near-war. Yet, if there is one 
lesson more than another taught by the experience of 
1939, it is that nothing is more difficult to create than 


genuine urgency when the “ shooting war ” is not actually 
on the doorstep. 


The gravest and most unpalatable of all the decisions 
involved in western defence is, however, the question 
of the atom bomb. It is here that the west feels most 
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deeply its pacific convictions, and here, too, that the 
Communists, with their petitions to outlaw the bomb, 
have used their peace propaganda to greatest effect. 
Nevertheless, as Mr Churchill reminded the House of 
Commons, the free nations must know that, with no effec- 
tive strategic line in Europe, and with the Korean adven- 
ture to remind them that Communists, like nature, 
abhor a vacuum, the atom bob is the basis of their 
security. If, out of moral conviction and pacific intent, 
they abandon this weapon in advance and virtually 
inform the Russians that it will in no circumstances be 
used, they only reveal their own strategic nakedness. 
Fuller mobilisation of western military resources and 
the speeding-up of the western military time-table may 
create within a reasonable time a situation in which the 
vast frontiers of the free world can be held without 
reliance upon the deterrent effects of the atom bomb. 
But it would be blindness to believe that such is the 
position today. 


These difficulties are not stressed in order to hint that 
the task of effective defence is beyond the democracies’ 
capacities. On the contrary, the Korean incident may 
well provide the impetus necessary to translate the pal- 
pable need for greater military preparedness into terms 
of actual policy. Tragic as was the start of the incident, 
discouraging as the opening phases have been, the cam- 
paign can be the turning-point in the western powers’ 
ability to meet the challenge presented by the Com- 
munist decision to use force. The issues that must now 
be faced have been inherent in western policy ever since 
the attempt to contain Communist expansion became 
the official strategy of the west ; but so far it has been 
possible to postpone or delay or simply gloss over the 
really difficult questions of scale and expense and speed. 
Now, however, the Korean episode has come in time to 
give the democracies that stimulus to urgency and inven- 
tiveness without which their policy of containment would 
always have been found wanting. Who knows how long, 
without the jolt of Korea, the defence of the west might 
have been allowed to drag on in relative ineffectiveness ? 
Who knows how long governments might not have hesi- 
tated, for fear of their own electorates ? Now the warning 
has been given in terms which no one will misunderstand. 


To say so much and to insist upon the overwhelming 
need for greater military realism in the west is not, how- 
ever, to suggest that war is inevitable. It cannot be 
repeated too often that the overriding aim of western 
diplomacy is to find a modus vivendi with Russia, to 
achieve an accommodation of interests and even, if 
necessary, to make some sort of division of the world 
into spheres of interest a workable proposition. But 
the case of Korea has proved all over again what should 
have been realised already—that whatever line is fixed 
can be maintained only if the western powers put force 
behind it. Last year’s withdrawal of American troops 
from South Korea was a direct test of the possibility of 
holding a line with little or no military backing. The 
Communists have seen fit to answer the question in the 
most unequivocal form—that of aggression. Henceforth, 
the way to 2 negotiated peace—which is and must be the 
main aim of the west—can lie only through strength. 


‘Korea has shown that there is no other way. 





THE ECONOMIST, July 8, 1950 





39 


Home Rule 


 & is easy to forget that the British are not a homo- 
geneous race and that the island which they inhabit 
is one political entity only because the political inde- 
pendence of two of its three races has been extinguished. 
For many years it was assumed that—whatever trouble 
the Irish might create—the political status of Waies had 
been irrevocably settled in the Middle Ages, and that 
the relation of Scotland and England had been fixed 
forever by the Act of Union. A generation ago this view 
went almost unchallenged except by a few romantic 
idealists such as Cunninghame Graham, for Macaulay 
had educated public opinion to believe in the perfection 
of existing constitutional arrangements, and in any case 
the government at Westminster dealt very gently with 
the liberties of both local institutions and of individuals. 


But with the growth of centralised planning and the 
enormous expansion of the powers of the departments 
in Whitehall, there has been a growing demand in both 
Scotland and Wales for a greater measure of local 
autonomy than is granted at present. Last Saturday 
Lady Megan Lloyd George, the deputy leader of the 
Liberal Party, moved at a meeting in Llandrindod Wells, 
which included many of the leading figures in Welsh 
life, a resolution for parliamentary self-government for 
Wales. In Scotland the demand for home rule has since 
the war taken the form of support for the Scottish Con- 
vention, an ably led body which seeks the limited aim 
of a Scottish parliament with powers over domestic 
subjects. This organisation has so far secured about a 
million and a quarter signatures, or just under half the 
voting turnout in Scotland at the last general election. 
This week the appointment of a departmental committee 
under the chairmanship of Lord Catto, the late Governor 
of the Bank of England, to study Anglo-Scottish statistics 
has been announced. It is to be presumed that this 
committee will provide the groundwork for an official 
answer to the contention of the Scottish Convention 
that Scotland contributes more to the revenue of the 
United Kingdom than it receives back in benefits and 
services, 


* 


The record of official action during the past few 
years shows that the Government has responded, up to 
a point, to the pressure of Scottish and Welsh opinion for 
greater freedom and administrative autonomy. Since 
the end of the war an annual White Paper on Welsh 
affairs has been published. In 1948 the Government, 
though rejecting the proposal to create a Secretary of 
State for Wales, set up an advisory council for Wales 
and Monmouthshire. The concessions to Scottish 
national pride have been more extensive. Just before the 
war the administrative centre of the Scottish Office was 
removed from London to Edinburgh. In 1948 the 
Government strengthened the position of the Scottish 
Grand Committee of the House of Commons by enabling 
it to debate Scottish Bills in principle. But any proposals 
for effective home rule—that is, for the creation of a 
Scottish or Welsh parliament with control over domestic 
policy and expenditure—still meets with stony opposition 
in Whitehall. 


It would be difficult to say exactly what it is that 


inspires the present demand in Wales and in Scotland 
for a greater measure of political freedom. National 
pride, the memory of old achievements and ancient 
wrongs, the wish to preserve Celtic culture, the desire 
to arrest London’s slow drain of all vitality and talent, 
or a sheer anarchic dislike of strong government—all 
these play an important part in the minds of the leaders 
of the movements. But it is fair to say that the support 
which they have begun to acquire among ordinary people 
is due to the growing centralisation of all power and 
decision in the hands of the Government of the United 
Kingdom and its servants. The utilitarian arguments 
for home rule are becoming more cogent in Scotland 
and Wales as it becomes increasingly difficult to exercise 
any local initiative or take any important action without 
reference to Whitehall. 

Thus what the leaders of the Welsh and Scottish home 
rule movements now demand is the very thing which 
the officials of Whitehall have persuaded generations of 
politicians to oppose—the hiving off of control from the 
central to local governments. To suggest that the Civil 
Service consciously sees its power threatened by demands 
for home rule, and consciously uses its influence with 
Ministers to oppose it, would be to paint too melo- 
dramatic a picture. The fact nevertheless remains that 
politicians, and whole parties, who are sympathetic to 
home rule when in opposition, find that it is not 
expedient to do anything about it when they are in office. 
Just what the arguments are that are whispered so 
potently in Whitehall, but which cannot be repeated in 
public, it is really very difficult to say. One suspects 
that it is not so much deliberate power-seeking as 
misplaced paternalism, a reflection of the growing belief 
that people cannot be trusted to decide things for them- 
selves. They may be right ; Scottish and Welsh govern- 
ments might make a lot of mistakes. But what the official 
mind does not realise is that this is not by a long chalk a 
decisive argument. The Scots and the Welsh have a right 
to govern themselves foolishly if they wish, and if it will 
do no great harm to their neighbours. | 

Private and public opinion in England, as distinct 
from the official view, so far as it can be ascertained 
does not seem to share this hostility to the principle of 
home rule. Most of the factors that bedevilled and long 
delayed the grant of home rule to Ireland do not apply 
to either Scotland or Wales ; and as for those that still 
exist, the Irish case has taught the English their lesson. 
Ireland has also proved, in the constitution of Northern 
Ireland, that it is perfectly possible to devise a system 
that provides substantial home rule without disrupting 
the basic structure of the United Kingdom. To the 
proposition that the Scots and the Welsh, if they can 
prove themselves reasonably united in the demand, 
should have home rule on the Northern Ireland pattern, 
there would probably be an overwhelming majority of 
assent among the English public, 

The essential proviso, of course, is that the transfer 
of powers should not be such as to endanger the safety 
of the realm, to weaken it in its external relationships 
or to undermine its wealth or welfare. All these, how 
ever, are safeguarded under the constitution of Northern 
Ireland, where the writ of the United Kingdom still 
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runs in matters of foreign affairs, defence, foreign trade, 
taxation, finance and currency, the Post Office, civil 
aviation and the like. It does not follow that the 
Northern Ireland solution could be applied without 
amendment to the cases of Scotland and Wales. The 
leaders of the Scottish Convention have made it clear 
that they want more fiscal autonomy than Northern 
Ireland has. Their proposal is that Scotland should 
keep all taxes raised within its borders except customs 
and excise. This certainly goes too far; there is not 
a federal government in the world that has found it 
possible to get on without direct taxation. But it might 
be that some arrangement could be made that would 
leave rather more freedom of action to Edinburgh than 
is now left to Belfast. 

Another difficulty, and possibly a more intractable 
one, would arise out of the nationalisation of industry, 
which was hardly a serious question in 1921 when 
Northern Ireland was constituted. To treat Great 
Britain as three separate areas for nationalisation 
purposes would obviously curtail the economies of large- 
scale organisation and centralised administration which 
are part of the putative purpose of nationalisation. It 
would be extremely awkward if the government of 
Wales were to adopt the National Coal Board’s policy 
and sell its anthracite to England at a higher price than 
it charged its own consumers. Yet at the same time it 
is centralisation of decision in the nationalised industries 
which has largely contributed to the rising desire for 
autonomy and no solution which left in London the 
absolute control of whole industries would satisfy 
opinion in Scotland or Wales. 

This discussion has bracketed together the questions 
of home rule for Scotland and for Wales. This is not 
to imply that the two questions can in fact be treated 
alike. On almost every score Scotland has a claim to 
more home rule than Wales. Scotland is a richer country 
with a more balanced economy and it has much better 
prospects of becoming a viable economic unit than has 
Wales. Scotland has reasonably good internal rail and 
road communications whereas direct communication 
between North and South Wales is notoriously difficult. 


Leasehold 


HE climate of opinion over the respective rights of 

landlord and tenant has its own slow rhythm of 
change. A century ago the tenant was expected to be 
content with what rights he could extract from a landlord 
in the legal contract called the lease. Today, the tenant 
expects something more than his contractual rights ; he 
looks for statutory protection as well. It is with this 
aspect of his position that the Jenkins Committee on 
Leaseholds, whose final report was published this week 
(Cmd. 7982) were concerned. 


In the broadest sense, the term lease can cover a great 
many varieties of agreement for the tenancy of real 
property. But the interest and the problems of the 
subject arise in connection with the system of long leases, 
which is almost peculiar to English law, and is much more 
prevalent in some parts of the country—such as South 
Wales, Merseyside and London—than in others. To the 
layman (though the lawyer might demur), leasehold is a 
system whereby a man may be the builder or owner 
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Scotland has a capital city whereas Wales can find no 
common centre within its own borders. The framework 
of Scottish government exists in the departments of 
the Scottish Office, whereas a Welsh government would 
have to be created from nothing. Finally, Scotland has 
its own highly developed legal system. Much wider 
powers could probably be granted to a Scottish than to 
a Welsh government. 


* 


The only sensible course for the English to adopt is to 
say that if Scotland and Wales really want a Northern 
Ireland status, plus or minus a little, they should have it. 
But this is not by any means the same thing as saying 
that they would be wise to want it. Subject to what 
Lord Catto’s committee may find, it seems overwhelm- 
ingly probable that the Scots and the Welsh would be 
economic losers from any subdivision of the United 
Kingdom. Individually, anything that put barriers across 
the road to London would injure the careers of their 
ambitious sons and daughters. Indeed, there are some 
who argue that the reserves of talent and ability in Scot- 
land (and even more so in Wales) are too small to 
enable them to staff legislatures and administrations of 
their own and still maintain their representation at West- 
minster. But the English will be very foolish if they 
try to tell the Scots and the Welsh where their interest 
lies. 


In one sense the contemporary desire for home rule 
is a protest against the power of any government in a 
planned economy. Whitehall is as exasperating and 
callous towards Manchester or Lincolnshire as towards 
Scotland or Wales. The Scots and the Welsh are merely 
fortunate enough to possess valid claims to home rule 
which Cornwall, Gloucestershire or Yorkshire do not. 
But in an age when the influence of the citizen upon 
his Government is rapidly diminishing, any attempt to 
reverse the process deserves the support of the private 
citizen against his official masters. Who knows, home rule 
for Scotland and Wales might even encourage someone 
to demand a little freedom for the patient English. 


Reform 


of a building but not of the land on which it stands. 
Under a building lease, land will be leased for a long 
period, usually 99 years, on the condition that any build- 
ings erected on it shall revert to the freeholder at the 
end of the lease. Anyone who holds a lease at the end 
of its life may find “his” house taken away from him, 
or at least he will have to pay heavily for the privilege of 
retaining it. This consequence was, of course, fully 
foreseen at the start; but that does not prevent the 
tenant in occupation, especially when he is a poor and 
ignorant man, from feeling badly used when the time 
comes for the lease to fall in. Hence the political 
importance of the problem. 


The Jenkins Committee (of which Lord Uthwatt was 
chairman until his death) were not called upon 
to advise whether the system of leasehold should be 
abolished. Had they been, there is little doubt that they 
would have reported against any such proposal. The 
chief defect of the system is that in the last twenty or 
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thirty years of a long lease’s life, there is progressively 
less inducement for either freeholder or tenant to spend 
money on improvements of the property, or even on 
necessary repairs. There may be and usually is a legal 
obligation on the tenant to keep the property “in good 
and tenantable repair,” but he has no interest in perform- 
ing his covenant and legal obligations are poor substitutes 
for practical inducements. But in spite of this defect, 
there can be little doubt that leasehold is a useful form 
of tenure. In the past, it has enabled development to 
proceed with a minimum requirement of capital ; and 
its utility in the present age is perhaps best demonstrated 
by the fact that both the coalition government in 1944 
and the Labour government in 1947, in their respective 
Planning Acts, laid it down that land compulsorily 
acquired by local authorities should be developed on this 
system. Leasehold was the basis of development in 
Letchworth and Welwyn and is to be in each New Town. 


*x 


The practical question, therefore, is not whether 
leasehold should continue but what can be done to 
remedy its defects. The questions to which the Jenkins 
Committee addressed themselves fall under three heads, 
of which two do not require much discussion. 


The first, and the one on which most agreement was 
reached, relates to the position of the tenant (using that 
word in its broadest sense) with regard to repairs and 
improvements he may have made. The Committee 
recommends no basic change in the existing position 
that the liabilities of both landlord and tenant with 
regard to repairs should be regulated by the agreement 
originally made between them, subject to the statutory 
liability for repair thrown on the owner of small houses 
by the Housing Acts of 1936. As for improvements, the 
Committee would extend to all kinds of tenancies the 
right of a tenant to be compensated for improvements he 
has made to the premises (at the moment, only tenants of 
business premises have a somewhat restricted right to 
compensation under the Landlord and Tenant Act, 
1927). With that recommendation few would disagree. 
The real controversy starts with the other two questions. 


The second question relates to the rights of lease- 
holders of business premises. A tenant who carries on 
a business or profession in rented premises may create 
that real but intangible attribute, goodwill. That good- 
will is of obvious value to the tenant and is a strong 
link between him and a particular site. It may also be 
of value to the landlord, since, when the tenant’s lease 
ends, he may be able to let the premises more easily or 
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more advantageously to another man in the same trade. 
Is it right that the tenant should forfeit that goodwill 
simply because his lease expires ? Parliament answered 
that question in the negative as long ago as 1927. What 
the Committee had to consider was whether the 1927 
Landlord and Tenant Act is adequate. They consider 
that it is not. It does not cover the professional man, only 
the trader. It enables the landlord to defeat a claim for 
the renewal of a lease by an offer of compensation, yet the 
basis on which that compensation is assessed is not 
wholly satisfactory. In general, the majority of the Com- 
mittee would not give the business or professional tenant 
automatic security of tenure, but they would strengthen 
his right to demand a renewal at a reasonable rent and 
leave it to the landlord to establish his case to the con- 
trary. On the other hand they agree that the landlord 
should be free to regain possession of his property if 
he wishes himself to occupy it, if he intends to rebuild 
or if he is prepared to buy out the tenant at a fair com- 
pensation. The majority report would also leave the 
county court as the tribunal for settling rights and claims. 

These proposals would probably secure general 
support if it were not for the curious history of the 
Committee’s own handling of the problem. An interim 
report, published last year when Lord Uthwatt was still 
chairman of the committee, made proposals, designed 
to cover the temporary conditions of a great shortage 
of business premises, which virtually amounted to giving 
the tenant an automatic right of renewal. Now the 
permanent proposals restore some of the landlord’s 
rights, and the Committee’s new chairman, Lord Justice 
Jenkins, takes the unusual course of presenting a 
criticism of his Committee’s interim report. This 
suggests a change of mind, and the main minority report, 
signed by two members of the Labour Party, would 
make the interim proposals permanent. Nevertheless, 
to those who do not automatically take sides for all 
tenants against all landlords, the majority report appears 
to do a balance of justice to both parties. 


* 


The main clash of opinion comes on the third 
question. This is the vexed question of whether the 
residential leaseholder shall have the right to buy the 
freehold compulsorily (which is known in legal jargon 
as leasehold enfranchisement) or, failing that, whether 
he shall have some right to demand a renewal of the 
lease on expiry. Of the ten members of the Committee, 
the two Labour dissentients plump for leasehold 
enfranchisement (perhaps a little illogically, since their 
proposals would lead, not to public ownership, but 
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rather to that property-owning democracy so powerfully 
advocated by Conservatives). Failing this, Mr Hale and 
Mr Ungoed Thomas join with three of their colleagues 
(who might be called the Liberal section of the Com- 
mittee) to advocate giving to the tenant the right of re- 
newal—though at a fair market rental, which in almost 
every case would be more than he was paying before, and 
with safeguards for the landlord who wants a property 
for purposes other than investment. The remaining 
five members, including the chairman, content them- 
selves with saying that an occupying tenant should have 
the first refusal of the freehold in cases where the land- 
lord intends to sell, though they are unable to think 
of any means by which this right of first refusal could 
be enforced. (It should be added that all three sections 
of the Committee agree on a minor proposal to extend 
the protection of the Rent Acts to leasehold properties 
which, by an anomaly, are now excluded from it.) 


There is thus plenty of variety in the counsel that is 
offered to a Goverment which professes itself anxious to 
legislate on the subject. It should be noted that none 
of the three sections of the Committee advises (except for 
the period during which the Rent Acts are in force) allow- 
ing a tenant whose lease expires to go on occupying the 
house at the same rent—which is the only thing that 


. would satisfy some of the critics of the leasehold system. 


The minority report, which is the most favourable to 
the tenant, would involve him in raising a sum of capital 
to buy the freehold. Nor is there any real reason why 
the tenant, for all his sense of grievance, should be given 
any further relief. It is doubtless true that landlords 
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often make a good thing out of reversions. It may 
even be wrong that they should do so, though 
the existence of value in the reversion only shows that 
the landlord has been content in the past with less than 
the full value of his property. But if anyone else is 
to share in the profit, why should it be the particular 
tenant who happens to occupy this particular property 
and who has already (by definition) enjoyed the privilege 
of paying less than the full rent for it ? 


To say this is not to choose between the three differing 
proposals put forward by the Committee. Many people 
will feel a great deal of instinctive sympathy with the 
two dissentients. Land should never have been allowed 
to become private property, and though that original 
mistake cannot now justly be remedied by penalising 
landlords, there is something socially distasteful in pure 
landlordism, in the ownership of mere space. Many 
more people would agree with Mr Hale and Mr Ungoed 
Thomas if it were not for the unctuous assumption of 
moral superiority over their colleagues that they affect 
as the sole protectors of the poor. In fact, they seem to be 
more eager to hurt the landlord than to help the tenant, 
for most of the poor tenants would strongly dislike a 
system that compelled them to become capitalists—and 
capitalist debtors at that. Instinct apart, the best course 
would seem to be that stated by the middle section of the 
Committee, that of giving tenants a certain qualified right 
of renewal, hedged with safeguards for the legitimate 
interests of the freeholder and against mere speculation 
in “ fag-end ” leases. It is this course that the Govern- 
ment will be well advised to adopt. 


Bad Weather for Ecosoc 


HE Economic and Social Council has started its 

eleventh session at Geneva at a moment that is not 
propitious. The booming of the guns in Korea is 
scarcely the background against which to discuss the 
creation of full employment by international means or 
the formulation gf an international Covenant of Human 
Rights that shall be legally binding. 


The very unsuitability of the moment of meeting 
brings to the fore a thought that has been latent for 
some time past: Is it appropriate that this potentially 
important body should meet only at two fixed dates per 
annum ? Ought it not, like its companion the 
Security Council, to be on call when need arises, and 
to need to meet only when circumstances are such as to 
promote balanced thinking ? There are immense advan- 
tages in handling economic as well as political topics 
through a body that is available week in and week out. 
As matters stand, sessions of the Economic and Social 
Council have become, for delegates, a nightmare struggle, 
twice yearly, with a fifty-point agenda that entails 
attending meetings all day, with only the night for 
attempting to master the mountain of documentation 
that awaits them upon arrival at Lake Success or Geneva. 
This is not the basis on which work on technical sub- 
jects can best be done. As its result, the Council tends 
simply to go through the motions that are expected of 
an international meeting with a crowded agenda. These 
are the mere pushing of this item forward and that item 
back to other bodies. It enjoys neither the time nor 


the atmosphere in which to improve the shape of the 
propositions that come before it. A body that consists 
of permanent delegations stands a better chance of deal- 
ing with first topics first, if only because it can turn to 
each at a suitable interval after the documentation upon 
it has become available. If it can choose its moment 
of meeting, it is more likely to render projects practi- 
cable. At the moment, these thoughts are academic and 
utopian. But if the United Nations survives its present 
testing time, there is surely a case for giving the world’s 
economic and social problems the same chance of day-to- 
day handling as is afforded to its political arrangements. 


Given the present machinery and the state of war in 
Korea, this summer’s meeting is unlikely to be memo- 
rable. The hope that prevailed a few weeks ago that 
the session would provide the occasion for bringing about 
China’s representation by the Peking Government has 
been dashed by North Korea’s aggression. The 
Russians, Czechs and Poles, who are the eastern bloc 
members of the Council, are not attending it. Some of 
the more interesting items on the colossal agenda that 
faces the remaining fifteen delegates therefore lose much 
of their point. It is to play Hamlet without the prince, 
for instance, to inquire into forced labour when the 
principal offender is not there to brand himself by 
publicly refusing to let international inquirers in. The 
International Labour Office and the American Federa- 


tion of Labour are for valid reasons anxious to conduct 
the inquiry anyway. 
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Forced labour apart, the agenda for the next six weeks 
promises only three developments of real interest. These 
are the methods by which the Council decides to pursue 
the report of the five experts whom it commissioned 
to frame recommendations on “ National and Inter- 
national Measures for Full Employment” ; the recom- 
mendations that it decides to make on the methods of 
financing economic development in underdeveloped 
countries ; and the future which it proposes for the woolly 
“ First Covenant on Human Rights ” that has been for- 
warded to it, with reservations, by its Human Rights 
Commission. 


The Full Employment Report, which was issued at 
the beginning of the year, was reviewed at length in 
The Economist of January 28th last. Since then, the 
states members of the Council have been asked to study 
the views of the interested non-governmental organisa- 
tions and the specialised agencies upon it. It was simply 
a working paper. They are supposed to come to the 
present meeting primed with their considered views upon 
it and—if they do not like its proposals—with their own 
alternatives for solving the problems dealt with. The 
economists have expressed their view of the way in which 
the ups and downs of demand can be ironed out. It 
is now the turn of practical politicians—the representa- 
tives of governments with congresses to manage and 
voters to consider—to say which of such devices they are 
ready to try upon their touchy constituents. 


* 


The items which cover help with the economic 
development of under-developed areas—the topic that 
is usually labelled “ Point Four ”—are divided into two 
sections, one on technical assistance, the other on 
methods of financing the programme. Technical assis- 
tance is already under way. A progress report is to be 
made. But this will get a powerful fillip from the fact 
that, of the $35 million that has lately been voted by 
Congress for Point Four purposes, $20 million is to be 
administered by United Nations bodies. The pump is 
therefore primed to an extent that will multiply United 
Nations activity many times over. It remains to be seen 
whether the international servants who run the activities 
will be hedged round with resolutions limiting the ways 
in which they can spend the money, or whether they 
can be left some latitude to allocate it as between hiring 
experts and buying apparatus. The proportion of these 
two requirements varies so enormously from one under- 
developed country to another that overall resolutions tend 
to lessen the chances of spending the available money 
to the best advantage. 


The advancement of methods of financing develop- 
ment is a more complicated topic. Some idea of the 
extent of the funds needed if any mark is to be made 
on parts of Asia, Africa and Latin America, is given in 
a survey—“ Methods of Financing Economic Develop- 
ment ”"—which the secretariat produced and submitted 
to Ecosoc’s last session. The present session also has 
before it a mew report of its sub-commission on 
Economic Development. From these two pieces of work 
it is clear that, although the obvious needs run into 
billions of dollars per annum, the flow of funds is sluggish 
It is retarded from both ends—at the issuing end by such 
factors as the falling off since 1949 of American over- 
Seas private investment and by the competing claims of 
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the military aid programme ; and at the receiving end 
by the failure of under-developed countries to submit 
projects that are good business propositions. Surpri- 
singly, the sub-commission has changed its mind since 
last year about the best means of bridging this gap. 
Then, it was all for the creation of special bodies to 
administer international financing, and to stimulate local 
financing of projects ; it mentioned the possibility of 
creating a United Nations Economic Development 
Administration, and most people expected it to endorse 
the proposal in the experts’ Full Employment Report 
on the creation of a special department in the Inter- 
national Bank for making general development loans. 
Now, it rejects all thought of special agencies and of 
bargain basements where loans can be negotiated on the 
cheap ; it simply exhorts all available agencies to go on 
as they are doing, working wherever possible, more 
speedily and more generously. The problem that 
remains unsolved is how to capture the imagination of 
the American public and private investor by devising 
some good label for schemes where the application of 
normal banking standards becomes difficult, and where 
there is need for loans that allow of low rates of interest, 
long maturities and flexible conditions of repayment. 


The Council’s position in regard to human rights 
is as follows: The United Nations has adopted a 
universal declaration on the subject, but this merely 
expresses world aspirations. It is not legally binding. 
The Council has therefore charged its daughter body, 
the Human Rights Commission, with drafting a com- 
panion document—a covenant having the force of law. 
Within the Human Rights Commission itself, there are 
two schools of thought about the nature of this instru- 
ment. The one holds that it should be precise and 
enforceable, and should therefore be confined to points 
that need only a small and manageable amount of new 
machinery for proper implementation. The other holds 
that countries that are backward in the matter of human 
rights will make more headway if the covenant reaches 
for the stars right away. The second school has won. 
A document that is intended to be legally enforceable 
has therefore been produced by people of whom few are 
lawyers. The result is a “First Draft Covenant ”— 
more are to follow—which is saddled with reservations 
from all the more practically minded delegations. It is 
at some points so imprecise as to drive an international 
lawyer to distraction. It is to be hoped that the Council, 
by the time it reaches this item on its agenda, will still 
have strength to resist the temptation simply to forward 
this harmless but ineffective piece of work to the 
Assembly. 


The rest of the agenda, though estimable enough, is 
by comparison minor in its implications. It will absorb 
the full attention of delegates, but the general public, 
with the best will in the world, cannot concentrate on 
Geneva when thoughts are in Korea. How can 
balanced thought be given to a covenant on human rights 
at a moment when those rights are being violated at 
the gun’s muzzle ?_ What politician has time for serious 
effort in the field of full employment at a moment when 
the way to it is wide open down the road of rearma- 
ment? For the time being the atmosphere in the 
council chamber of peace palaces is one of sad unreality. 
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NOTES 


The House of Commons, by carrying without a division 
the Government’s motion endorsing its action over Korea, 
has demonstrated to the outside world that the British Gov- 
ernment’s policy commands the full support of the British 
people. The only two Labour back benchers, Mr S. O. 
Davies and Mr Emrys Hughes, who came out against the 
basis of that policy did not try to force a division ; the other 
signs of restiveness on the Labour back benches—the only 
area in which opposition was at all likely to develop—were 
few. Indeed, one of the most effective speeches of the 
debate came from Mr Mainwaring, the ex-miner who sits 
for Rhondda East, who exploded Mr Davies’s claim to speak 
for the workers of this country. The virtual unanimity of the 
House did not, however, mean that party divisions have been 
obliterated. Mr Churchill was at some pains in his speech, 
perhaps with his eye on an election in which defence might 
be the major issue, to repudiate charges that the Tories 
favoured war because of their “jungle philosophy "—a 
phrase recently used by the Labour publicist, Mr Driberg. 
He also spoke scathingly of Mr Crossman and Mr Strachey 
as if to indicate that a party which included such men could 
not be relied on to show complete realism in a dangerous 
situation. This part of his speech aroused a good deal of 
anger among the Labour members and might have stung 
some into forcing a division. But any party tension was dissi- 
pated almost completely by Mr Eden who wound up for 
the Opposition with one of the best speeches of his career, 
a speech which Mr Morrison rightly praised as admirably 
reflecting “ the temper, spirit and commonsense of the British 
people.” Mr Eden widened the scope of the debate from 
the immediate situation in Korea to the more momentous 
question of war and peace on a world scale. Until he spoke 
there had been a tendency to concentrate too much on the 
merits and defects of the Korean state and too little on the 
major issue of whether the action of the United Nations was 
the best way to halt a major war. 


If the debate was valuable in reflecting the popular support 
for the Government’s policy it was less effective in exploring 
the immediate implications of the Korean war. Mr Churchill 
developed the policy he has frequently stated in the last two 
years—that of trying to secure a definite boundary between 
the blocs while we still have superiority in atomic weapons. 
He renewed his request for a secret session to discuss defence 
and Mr Morrison renewed his objections to it. It is difficult, 
indeed, to see what could be gained by a secret session which 
could not be achieved by the discussions on defence between 
the Opposition leaders and the Prime Minister. In the con- 
ditions of the world today, only the energies of the Govern- 
ment of the day can ensure that defence is properly organised. 


x * * 


The Veto vs. World Opinion 


Controversy rages as to whether the Security Council, 
when it voted 7 to 1 for the American resolution calling for 
military sanctions against North Korea, took a decision that 
was valid in law. The seven votes, naturally enough, did 
not “include the concurring votes of the permanent 
members,” as is required under Article 27 of the Charter. 
Because no Russian was there, the Russians and their sup- 
porters argue that the vote was illegal. They contend that 
it received no more than three of the five essential votes, 
since it also lacked the support of the government that is in 
control of China. 

There are two arguments against the Russian case. The 
first is that, if precedent counts, neither absence nor absten- 
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tion from voting constitutes a veto. It did not do so when 
Russia abstained in 1946 on a vote about the North 
Persian situation, or when Britain abstained in three votes on 
Palestine in 1948, or when Russia was absent during the vote 
upon Kashmir in March of this year. The implication of 
these events is that vetoing must be an active and not simply 
@ passive process. 

The second argument is less precise, and no doubt less 
pleasing to lawyers. But it weighs equally with the general 
public—a force worthy of consideration when the issue is 
that of peace or war. The Security Council, owing to the 
peculiar circumstances in which the right of veto was born, 
can work only so long as its members share common peaceful 
intentions. As soon as a Great Power is involved, directly 
or indirectly, on one side of a serious dispute the United 
Nations must either throw in its hand or else work its 
machinery with a cog missing. It claims to work according 
to democratic principles ; therefore, when the great fall out, 
the smaller fry should be entitled to their say. Over Korea, 
the states members who are not permanent members of the 
Security Council have shown that their weight is behind 
those who wish to make the machinery work, even without 
the concurring vote of Russia. If peace is to have a chance 
of preservation, the machinery must be made to work in all 
such circumstances. The price of making it work may well 
be to divide the world into two camps; but the common 
opinion of reasonable men and women is that the camp 
which observes the Charter and upholds the rule of law is 
entitled to call itself the United Nations, as against those 
who challenge its authority and would have it made impotent 
by standing on the letter of its law. 


x *x * 


More Light on the Schuman Plan 


The six Governments involved in the negotiations of the 
Schuman Plan have now returned to Paris after a week’s 
study of the “ working paper” put forward by the French. 


It is too soon to gauge their separate reactions on the 
delegation. 


They are now clearly in a better position to guess the 
direction of French thought, which, it must be admitted, is 
much bolder than either friends or critics of the Plan had 
first imagined. The essence of the economic proposals is 
an attempt to find a middle term between the two dead 
ends which appear to face the European economy. On 
the one hand stand the supporters of laisser faire, who 
believe that all “ artificial obstacles” to free trade must be 
removed in the interests of competition and efficiency, but 
who have no answer to the fact that, in the past, the conse- 
quences of competition for the less efficient producers have 
been so drastic that they have resorted to cartels, price fix- 
ing, tariffs and every sort of national protection to safeguard 
themselves against the “ benefits ” of liberal trade. On the 
other hand are the new school of national planners who can 
provide investment schemes and full employment schemes 
to reach national territory, but who seem unconcerned at 
the risk that a piling up of unco-ordinated and frequently 
duplicating national plans can be the end of European 


efficiency and lead to collapse once American dollars cease to 
hold up the whole structure. 


_The Schuman Plan is an attempt to evolve a third possi- 
bility. It proposes the return of competitive efficiency by 
the re-establishment of free trade in coal and steel and by 
the restoration of the price mechanism. The proposed High 
Authority will supervise this process of freeing the market. 
It will also encourage the highest standards of technical 
efficiency by its powers to lend money for the modernisation 
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of enterprises which are prepared to work with it. Since, 
however, this restoration of the primacy of cheap and efficient 
production and of the price mechanism may hit some sections 
of industry, the High Authority may also provide subsidies 
and grants for the conversion of backward enterprises or 
areas to other industrial activities. Thus a course will be 
plotted midway between the scylla of complete liberalism 
leading to cartelisation and the charybdis of national planning 
leading to over-capitalisation and redundancy. 

Critics in this country may be inclined to ask again why 
such a middle way could not be negotiated between govern- 
ments and it is important that the French attitude should be 
understood. It is that the divided quarrelsome multi-party 
assemblies of the Continent are as incompetent to integrate 
an economy as they are to conduct a campaign and win a 
battle. Just as detailed decisions on defence and strategy 
have to be handed over to military authorities, economic 
policies must be similarly farmed out. The High Authority 
is thus an attempt to by-pass the deadlock created by the 
incompetence of governments. The fate of M. Queuille this 
week certainly suggests that the argument has considerable 
weight, 

* k . 


M. Queuille Fails 


The hope that the pressure of the international situation 
would give France a government in record time has unhappily 
not been fulfilled. The Assembly, it is true, accepted M. 
Queuille within a week of M. Bidault’s departure. But, when 
the new Prime Minister presented his cabinet to the 
Assembly, he was defeated by a resounding 334 votes to 221 
and immediately resigned what had been an ungrateful task, 
unwillingly but patriotically undertaken. 

The reason for M. Queuille’s defeat was his failure to 
persuade the Socialists to join the coalition, and his conse- 
quent attempt to secure the support of other groups in the 
Assembly by cautiously extending his cabinet towards the 
right. He called in M. Paul Reynaud to take charge of a new 
Ministry, set up to deal with French responsibilities in the 
Far East, and gave the portfolio of Public Administration to 
M. Paul Giacobbi, a Radical with Gaullist affiliations. The 
choice of ministers was, perhaps, rather curious. The two 
issues which chiefly divide and disturb the Socialists are the 
war in Indo China and the question of Civil Service conditions 
and salaries, To allot Ministries vitally concerned with both 
to members of the right wing was bound to upset the 
Socialists and showed something less than M. Queuille’s 
habitual tact. The Socialists in fact reacted strongly and 
voted against M. Queuille en bloc. They were not, however, 
alone in their disapprobation. The left wing of the M.R.P. 
also voted against an arrangement which seemed to them to 


change the orientation of the Third Force from centre to 
right of centre. 


Since even a tense international situation has not produced 
unity, the problems which brought down M. Bidault’s 
government will presumably plague all attempts to rebuild 
the coalition. The Socialists are committed to supporting 
higher pay for the civil servants, the Radicals to keeping the 
budgetary deficit within limits. The deadlock on electoral 
teform is complete. In theory, the Socialists, who have 
destroyed each cabinet in 1950, should now attempt to form 
one themselves, but the other parties are probably too 
exasperated to join them. The most general suggestion is 
that M. Schuman, with his high international reputation, 
may be prevailed upon to form a team. In any case, a quick 
resolution of the cabinet crisis now seems out of the question. 


* x * 


Labour’s Troubled Front 


_ There always seems to be more trouble in summer than 
in winter. In so far as it is true it is perfectly natural, but 
the sense of ferment among the trade unions is largely 
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exaggerated by the fact that most of their annual conferences 
are held between Whitsun and Michaelmas, when wild 
speeches are made by delegates in place of the rather more 
discreet pronouncements of their leaders. But this year’s 
conferences are taking place against the background of the 
break-up of the policy of wage restraint. Last week the TUC 
announced the abandonment of any further efforts to impose 
a rigid restraint on wage increases, together with its failure 
to find any alternative form of wages policy. On Monday 
Sir Stafford Cripps echoed the statement in rather more 
elegant lawyer’s phraseology, in words that amounted to no 
more than a pious hope that, if there were going to be wage 
demands, they would be presented in orderly fashion and 
in such a way as not to cause inflation. The Treasury has 
followed Transport House in contracting out of the problem. 


While a singularly ill-informed dispute over pensions has 
created a strike of drivers and firemen on the Western Region 
of British Railways, the strike of the Smithfield meat trans- 
port drivers has spread throughout the week. According to 
a statement made by the Minister of Labour in the House 
of Commons this strike seems to have been called on grounds 
even more frivolous than is usually the case at Smithfield, 
since it started on the day after the employers had decided 
to enter into negotiations with the men. 


The annual conferences of the National Union of Railway- 
men and the National Union of Mineworkers have been 
taking place this week. Apart from a bad tempered piece of 
invective from its secretary, Mr Figgins, the decision of the 
NUR has not been made public, since this union prefers 
to conduct most of its deliberations behind closed doors. 
From the tone of the opening speeches, however, it seems 
likely that the union will return to its claim for an all-round 
increase. The miners’ conference has shown that the rejection 
of their claim for an increase of 2s. a shift for their 400,000 
lowest paid workers has put them in a very ugly temper ; it 
has already produced a strike in the Scottish coalfields. The 
conference endorsed the decision of its executive to press for 
an amendment to the old cost-of-living agreement so that the 
lower paid workers would benefit most. The negotiations 
with the National Coal Board, on whether there should be 
a new sliding scale to replace the one which came to an 
end in 1947 or whether it should be abandoned in favour 
of some other system, have dragged on for a long time. It 
seems certain that whatever section of Labour benefits from 
a decision to abandon rigid wage restraint, the miners are 
determined that they have the best claim. 


* * * 


Featherbed for Fish? 


A recipe for a depressed industry is something which 
the postwar planners have not yet had to devise. The six 
months’ subsidy and the new statutory authority for the white 
fish industry announced this week are the first moves in this 
kind of planning. In the last three months this industry, left 
to its own resources after the removal of price control, has 
lapsed abruptly into all the familiar difficulties of the thirties 
—falling demand, idle productive capacity and unemploy- 
ment. The causes of the industry’s chronic ill-health, how- 
ever, are peculiarly its own. Events have proved that these 
causes cannot be put right by the industry itself, and the 
trawler owners by their appeals for government aid have 
admitted that some control is desirable. The case is even 
stronger today than when it was made fifteen years ago in 
the Duncan report for an independent authority to regulate 
excessive competition, enforce reasonable standards of 
quality and promote reorganisation and re-equipment on both 
the catching and marketing sides. Planning is as planning 
does, however, and it is to be hoped that the Government 
will make the most of this opportunity to prove that planning 
can mean reform and not featherbedding. 


Meanwhile, the stop-gap subsidy for those landing the 
more expensive kinds of fish can hardly be called a consumer 
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subsidy in view of the present low demand for fish at all 
prices. Jt is simply a ready expedient for keeping men at 
the fishing ports off the “dole ” until demand revives, as it 
is hoped, next winter. However, since the £1,700,000 
involved is to come out of the food subsidies, whose ceing 
is already agreed, this step amounts to using the food sub- 


sidies as a fund for the promotion of full employment for its” 


own sake. Whatever the claims of the fishing community to 
emergency relief, this granting of relief out of money voted 
for an entirely different purpose is a dangerous prececent. 
Similar emergencies will almost certainly occur in other 
industries in the future. Will the Government seek to main- 
tain full employment elsewhere by the use of similar 
expedients ? Any pretence by Parliament to keep a watch on 
the many claims to public money must rapidiy become a 
farce if Mr Attlee follows Humpty Dumpty in saying, in 
effect “ A food subsidy means what I choose it to mean, 
neither more nor less.” 
: + * * 


Standing Closer 


In a short but constructive debate, the House of Lords 
discussed this week the proposals for West Indian federation, 
which were recently put forward by what has come to be 
known as the Standing Closer Committee under the chair- 
manship of Sir Hubert Rance. The obstacles to federation, 
as every speaker emphasised, are formidable: historical, 
because the territories have different traditions ; geographical, 
because of the long distances between them ; political, 
because of the very different stages they have reached in the 
road to responsible government ; social, because of the 
different culture of the East Indians from that of the bulk 
of the population ; economic, because of the poverty of some 
islands and the comparative wealth of Trinidad. 


The advantages of federation are, however, no less striking. 
Not one of the West Indies could hope to support the burdens 
of Dominion status on its own. Very few can hope to achieve 
economic and financial stability. A federal West Indian 
Government should be able to aim at a better balanced 
economy for the whole area whereas there is always the 
danger of overlapping and competition between the islands 
if each tries to diversify its economy at its own sweet will. 


It is, however, not so much the pros and cons of federation 
that need discussing—that was done in the “ Standing 
Closer” report—as “how” and “when.” It was Lord 
Listowel who brought up the question of “when.” Prema- 
ture establishment of federation might be disastrous ; but 
indefinite postponement, while economic and _ political 
nationalism in the islands grows apace, might make federation 
impossible. The question of timing is therefore very delicate, 
but the balance of advantage seems to lie with sooner rather 
than later. 


“ How ” is an even more difficult question. How can the 
great bulk of West Indians be made to want federation? 
How can their legislatures be persuaded to make the necessary 
sacrifices of sovereignty ? One thing is certain. The suspi- 
cion might be provoked from some of the remarks in this 
week’s debate that the present bias towards federation among 
West Indian leaders has been occasioned by the wish to 
have a stronger hand in negotiations with the British Govern- 
ment—especially on sugar contracts. If this sort of motive 
predominates in the standing closer movement, federation is 
doomed to failure. It is to be hoped that the discussions 
in the islands’ legislatures will reveal a more statesmanlike 
view. 


* * * 


Bonn Neglects Berlin 


Western Berlin continues to be held with vigour by the 
Allies, and with the very minimum of grudging assistance 
from its fellow Germans in the Federal Republic. Professsor 
Reuter, the Oberbuergermeister of this island of freedom 
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in the centre of Soviet territory, has had to report that the 
budget shows a deficit of DM 650 million. Every month he 
has to beg Bonn to provide money enough to carry on in 
the still hard-pressed city. Dr. Adenauer’s Government feels 
itself better occupied in demanding further concessions for 
itself from the British and Americans—notably a reduction 
in occupation costs. The business world of western Ger- 
many thinks of nothing but maintaining its own high level 
of profits while Berlin’s industries operate at a fraction of 
their capacity, not only because of the loss of eastern markets 
but also because west German firms dislike the risk attached 
to orders placed in the city. The Christian-Democrat party 
in Bonn also has doubts about the political wisdom of aiding 
a Social-Democrat stronghold. The mass of the west 
German public is indifferent to Berlin’s plight. 


The Magistrat is not blameless. It can justly be accused 
of inefficiency and of spending too much on unproductive 
works, which only temporarily relieve the city’s unemployed. 
Nevertheless, it has done nothing to justify the fears of 
socialisation with which business men excuse their wholesale 
removal of plant from Berlin. American funds are doing 
much to restore the Berlin works that were stripped by the 
Russians in 1945, and to make the western part of the city 
capable of competing in outside markets. As it is, the great 
electrical industry, which used to employ a third of Berlin’s 
labour force and to provide no less than half of all Germany’s 
exports in this branch, is not working to capacity, owing to 
lack of orders. Some orders have been turned away owing 
to inability to produce to specification. American aid should 
improve this situation, but, temporarily at least, the unem- 
ployed will not be helped by increased efficiency in the 
factories. Markets remain the crux of the problem, and it is 
here that the indifference of the Federal Republic plays such 
a deplorable part. Given the will, it should be possible to 
organise a sales campaign for goods (notably clothing in 
which Berlin specialises) “ Made in Berlin,” imported with 
a Bonn Government guarantee. 


Before the air lift it could be argued that Berlin, like Korea, 
was practically untenable and strategically of comparative 
unimportance. Nevertheless, since the west won this contest 
with the Russians, it cannot now renounce its gain. The 
people of Berlin have always stood out by reason of their 
courage, irony and sharp sense of realities, and they form a 
leaven which should prove valuable for the future of 
Germany. There can, moreover, be no doubt that the 
western city provides a useful display window through which 
the inhabitants of the Sovietised surrounding territory can 
peer at an astonishing spectacle of freedom and comparative 
plenty, in which even the unemployed share. The Russians 
have shown that they realise the value of the city. They 
lost the contest of 1948-49 with the Allies. The challenge 
now remains to be taken up by Bonn. 


x * x 


The Legal Status of Formosa 


President Truman’s decision to afford American naval 
protection to Formosa against Communist invasion from the 
Chinese mainland arose out of the military aggression of the 
Korean Communists in the sense that that aggression sharply 
revealed the serious character of the Communist strategic 
threat in the Far East and provided ground for precau- 
tionary measures not confined to Korea. On the other hand, 
nothing new had happened with regard to Formosa itself 
to alter a situation that had endured for several months with- 
out any American intervention. It was known that differences 
of opinion existed in the highest military and political 
quarters on the expediency of American action to save 
Formosa, and it was generally believed that the policy group 
in favour of letting events take their course had prevaied 
over the advocates of intervention. 


_The question ef expediency, however, was always quite 
distinct from the question of legal justification, and it is 
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the latter which needs to be stressed when Russia and Com- 
munist China charge the United States with “aggression” 
against China. The legal basis for action with regard to 
Formosa, as distinct from any military action which the 
United States might have taken to intervene in the civil 
war in China itself, is that Formosa is not at present juridi- 
cally Chinese territory. It is Chinese-occupied Japanese 
territory, having been ceded to Japan in 1895, and so it 
remains until it is formally retroceded to China by a peace 
treaty. It is true that at the Cairo Conference during the 
Pacific War Britain and the United States promised that 
Formosa would be restored to China by the terms of a 
victorious peace with Japan, but the transfer is not legally 
accomplished until there is a peace treaty. In any case, the 
Chinese Communist party, having proclaimed treaties made 
with foreign powers by the “traitor” Chiang Kai-shek to 
be null and void, can hardly with consistency invoke in its 
own favour the agreement made with Chiang at Cairo. 


It is, of course, a decisive argument on a longer view that 
Formosa formerly belonged to China and that the great 
majority of its population is Chinese-speaking ; for this 
reason Chinese tend to regard all discussion of its present 
legal status as mere quibbling. But the Formosans did 
nothing to liberate themselves from Japanese rule, nor could 
Chinese troops have ever landed on the island after Japan’s 
surrender without being conveyed there by American ship- 
ping and air transport. President Truman and his advisers 
do not see any reason in international law requiring them to 
allow a territory of potentially considerable strategic import- 
ance, which is not yet legally a part of China and which 
American arms alone took from Japan, to pass under the 
control of an actively hostile Chinese Government in a period 
of dangerous armed conflict in the Far East. 


* * * 


Doctors and Drugs 


Further protests have been raised by general practi- 
tioners about their capitation fee. Delegates from local 
medical committees decided at a private conference last week 
that if it became clear that there was no prospect of a satis- 
factory settlement with the Ministry of Health, steps would 
be taken to advise general pragtitioners to leave the health 
service. This sounds drastic enough, but in fact there will 
be no hasty action. It appears that a conference will be 
called in December, 1950, if a settlement has not been 
reached by then, and after that three months’ notice of the 
termination of contracts will have to be given. 


Nevertheless, the doctors’ warnings should not be lightly 
dismissed. In comparing their claim for higher pay with 
those of other workers, one has to remember that they 
entered the health service before they had agreed what their 
remuneration should be. They had agreed in substance to 
the Spens Committee’s recommendations, but these were 
based on the 1939 value of money, and the British Medical 
Association has never accepted the Government’s decision 
to add only 20 per cent to net incomes in respect of the rise 
in the cost of living since then. 


It is true that no supplementary estimates for the health 
service are to be allowed this year. But additional spending 
on one branch of the health service is possible provided that 
economies can be made in others. It is unlikely that cuts in 
dentists’, chemists’ and opticians’ fees will produce in the 
current year nearly enough saving to meet the general practi- 
toners’ claim. But in drawing up next year’s budget for the 
health service, Mr Bevan should reduce the allocations to 
other branches in favour of the general practitioners. They 
lave so far come off badly by comparison with other practi- 
tioners in the service, and it is time the balance was redressed. 


Mr Bevan evidently hopes to make some economies in 
the pharmaceutical service by eliminating the unnecessary 
Prescribing of proprietary drugs. Last week a committee of 
the Central Health Service Council published a second 
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interim report on this subject. In brief, it recommends that 
proprietary drugs, of proved value, for which there is no 
standard equivalent, should be freely prescribable, and that 
other proprietaries, of proved value but for which there is 
an equally good standard equivalent, should be prescribable 
provided that they are not advertised direct to the public 
and provided that there is some control over their price. It 
is this group of proprietary drugs which the Ministry of 
Health is now again asking doctors to refrain from pre- 
scribing in favour of the standard equivalent. Part of the 
trouble, however, is that the proprietary name is so much 
quicker for a doctor to write and remember than the formula 
in the British Pharmacopeeia. In any case, substantial savings 
in the pharmaceutical service would be more quickly effected 
by an absolute reduction in prescribing than by eliminating 
unnecessary proprietary drugs. And the best way to achieve 
this would be to require the patient to pay a small charge. 


*® * * 


Quality in Education 


The question of quality provides the most interesting 
section of the Ministry of Education’s Annual Report for 
1949. A chapter on this subject is an innovation, and diffident 
though its conclusions may be, the Minister of Education 
is to be congratulated on making an attempt to expand the 
annual account of his stewardship to include some refer- 
ences to one of its most important aspects. The chapter is 
devoted mainly to extracts from inspectors’ reports: there 
are few objective tests on standards which can be applied 
over the country as a whole and these reports can only be 
taken as samples. Yet the pictures they give confirm the 
general impression that although the standard of attainment 
in the three Rs has still not recovered from the jolt admini- 
stered by the war, the time, money and attention which is 
being expended on the primary and secondary modern schools 
as the result of the 1944 Education Act have started a chain 
of events within them and a scale of expenditure on them 
which are likely to have important consequences. In spite 
of shortages there has been a real advance in many areas. 


On the other hand the secondary grammar schools have 
done little more than stand still. Expenditure per pupil 
has risen but only because, as the Red Queen found, it is 
necessary to spend more to keep in the same place. Since 
the relative claims of secondary modern schools and of 
grammar schools are confounded by partisanship it would 
be difficult for a Minister of Education to state the case for 
the grammar schools in explicit terms. He has, however, 
gone some way to recognise the problem of quality by 
saying : 

Changes in methods of selection for entry, the imminence 
of drastic changes in the external examination system and 
other less definable factors have tended to produce 
a feeling of uncertainty among many teachers who are anxious 
to ensure that the highest possible standards of intellectual 
attainment are safeguarded. 


* * *® 


France and the Liberalisation of Trade 


Only a short time ago France’s balance of payments 
was the despair of its Marshall Plan associates, who feared 
that much of the benefit of American aid would be swallowed 
up by the inflated French appetite for goods. Within the 
past year, however, France has swung around and is rapidly 
SD 
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becoming one of Europe’s creditors; in 1949 the French 
dollar deficit was still high at $857 million, but there was a 
surplus with the rest of the world of $151 million which has 
continued to grow in the current year. 


Paradoxically, this achievement has brought forth not con- 
gratulations but a new crop of complaints from some of its 
partners. They feel that in the process of improving its 
balance of payments, France is making too little progress in 
lifting import restrictions and is buying less than it should 
from its neighbours. This unwillingness to reduce import 
barriers is reflected in substantial mark and sterling balances 
and also in the failure to use up the “drawing rights” 


(grants) awarded to France under the European payments 
scheme. 


For the fiscal year which ended June 30th, France was 
entitled to drawing rights amounting to $236,500,000. These 
were available for the purchase of goods from the other 
Marshall nations, particularly from the United Kingdom, 
Western Germany, Belgium and Italy. To date, France has 
used less than 30 per cent of these grants. 


Three reasons for this abstinence are advanced by French 
spokesmen. First is the improved state of payments with 
western Europe. Second, it is argued that it would be 
unwise to import from Europe on a scale that could not be 
maintained when the support of Marshall aid is withdrawn. 
Increased imports through the use of drawing rights might 
put some French industries out of business and force the 
country to rely on foreign products for which it could not 
pay after 1952. The third is a political objection—that 
the grant-aided imports that are available from France’s 
neighbours are of a kind whose appearance would infuriate 
politically important sections of the French electorate—e.g., 
peasants, who might lose profits, and workers, who might 
lose jobs. 


This timidity is all the more unfortunate at the present 
time when the Marshall Plan makes it possible for the 
French government to finance domestic reconstruction and 
investment out of funds acquired by selling these gift 
imports. The French Treasury is chronically short of francs 
and has been relying heavily on the franc “ counterpart ” 
of these grants for investment purposes. By forgoing the 
grants, France is, in fact, sacrificing what could have been 
a useful start on its belated housing programme or an increase 
in defence forces. 


Observers on this side of the Channel, where full employ- 
ment as a political end is a constant preoccupation, are in 
no position to scoff at French fears of unemployment brought 
on through trade liberalisation. All the same it is difficult 
to forget that, for over a generation, the French have shown 
themselves to be among the most implacable protectionists 
in Europe. As long as their statesmen adhere to this policy, 
French declarations in favour of customs unions and inter- 


national pools will not carry so much conviction as they 
should. 


* * * 


India’s Role in Asia 


Delhi, unlike Cairo, has now pledged itself to back the 
United Nations Security Council on the Korean issue. The 
Indian and Egyptian delegates did not vote when the Security 
Council unanimously condemned the Communist aggression, 
because they were without instructions, This decision, 
while at present specifically and deliberately declared not to 
“involve any modification” of India’s foreign policy, gives 
free Asia a lead from its greatest non-Communist power. 


Neither the complex motives for Delhi’s action, however, 
nor some of the remarks made by Mr Nehru, the Indian 
Prime Minister, during his recent South East Asian tour, 
permit the hope that India will make any early change in 
its general attitude of neutrality between the Communist 
and anti-Communist powers. India backed the Security 
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Council partly because it felt that its own case in Kashmir 
would be weakened if it failed to condemn an aggressor. It 
is not following up its condemnation, like some other 
Commonwealth members, by sending physical aid to the 
Americans. The Indian lead therefore remains a limited one. 


Mr. Nehru has repeatedly denied that his country seeks 
to give a lead at all. It is his view that Asian countries, 
including his own, are too weak to go to war. The only 
way for them to beat Communism is to provide enough 
food and clothing for their people, whose hunger is more 
important to them than the slogans of democratic freedom. 
“It is fantastic nonsense for anyone to think .of India 
marching as a crusader round the world,” he said in 
Singapore. But it is nevertheless true that many people 
in Asia look to India for guidance and that some of 
its leaders would like to give it. Mr Nehru was naturally 
in a difficult position during his visit to Malaya. While he 
condemned the Communists as roundly as his government 
does inside India, he could hardly give the British colonial 
administration unqualified support after his own people’s 
struggle for independence. Nothing, however, would remain 
of all that Mr Nehru and modern India stand for, if the 
Communists spilled down from the northern mountains into 
the sub-continent. And it is a pity that those powerful 
forces in the Indian cabinet, which already favour a more 
outspoken anti-Communist foreign policy, do not assert 
themselves more vigorously. If they did, they would be 
helping to keep the world at peace. 























Hyde Park and 
Hypochondria 


People very anxious about their health generally become 
diseased. So our sanitary publicists have written so much 
about the health of the metropolis that they have all 
become hypochondriacs. They prate like most ill-informed 
anatomists about the viscera and the glands, and are quite 
sure that the metropolis will fall into a consumption by 
its lungs being stopped up. The breathing organs are 
their tenderest solicitude, and they dilate with diseased 
pleasure on the overwhelming dangers incurred by not 
having great breathing places and copious supplies of 
pure water. Just now, the proposal of the Commissioners 
of the Exhibition of 1851 to erect a temporary building 
in Hyde Park has roused into activity all their morbid 
apprehensions, and they labour zealously to make all the 
Londoners as uneasy and wretched as themselves. Hyde 
Park contains 387 acres; it is proposed to take about 20 
acres, or something less than the 19th part of it, on which 
to erect a temporary building for the exhibition, and all 
our sanitary hypochondriacs rush at once into print to 
protest against “the inoculating with disease one of the 
lungs of the metropolis... .” In 1851, London will be 
more splendid than when visited by the sovereigns after 
their triumphs over Bonaparte, or at the magnificent 
coronation of her Majesty. From all parts of the world 
people of fortune will bring their tributes to our industry, 
and enrich our people. Such plethora of wealth is a 
source of dreadful alarm to uneasy people and dyspeptics, 
and they will on no account allow twenty acres of Hyde 
Park, close to Kensington, to be appropriated to the pur- 
pose. We invite all the world to contribute to our enjoy- 
ment, our instruction, and our aggrandisement, and our 
idle and our apprehensive gentlemen are filling the 
country with terror at appropriating twenty acres out of 
the 1,568 acres of patk about the metropolis to the pur- 
poses of the exhibition. If the cavils do not proceed 
from disease they are very paltry. 


Che Economist 


July 6, 1850 
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A ficure 
Oo round to 
remember 


You can print in words, thus: One million | 


pounds sterling. 
Or you can figure it out: £1,000,000. 


Or you can use the economists’ compromise: 


£1m. 
But why harp on a million? Because it is one 
of those too-round-to-remember figures we 
want you somehow to keep in mind. A 
million sterling is what Associated Electrical 
Industries spend every year on experiment 
and research. And another round figure, in 
thousands, this time . . . 2,000 men and 
women devote themselves in the laboratories 
of the A.E.I. companies to probing into the 
secrets of nature, seeking continually to 
improve the making and using of electricity. 
For Associated Electrical Industries are not 
content to rest on 50 years’ experience: they 


COMPANIES OF THE A.E.I, GROUP 
The British Thomson-Houston Co. Ltd. 
Metropolitan-Vickers Electrical Co. Ltd. 
The Edison Swan Electric Co. Ltd. 
Ferguson Pailin Ltd. 

The Hotpoint Electric Appliance Co. Ltd. 
International Refrigerator Co. Ltd. 
Newton Victor Ltd. 

Premier Electric Heaters Ltd. 


look for new designs, new worlds to 
conquer. And this Million (or £1,000,000 or 
flm.) is their yearly investment in the 


scientific possibilities of tomorrow. 


WHAT DOES IT ADD UP TO? 


Amount spent on research | 
£1,000,000 
every year | 
Area occupied by research | 600,000 
(sq. ft.) 
Research staff 2,000 
Designers 3,000 
Output per year £50,009,000 
£15,000,000 


Exports per year 






It all adds up to 





Associated Electrical Industries 
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Regd. Trade Mark 


Gives you all 





these NINE advantages 
in ONE combined cooker 
and eater heater 


| Burns unrationed coke and thus serves you independently 
+6 


and at full efficiency every day and at all times. 


Q Fuel consumption guaranteed not to exceed 3} tons a year; 
costs less than £4. 7. 6 a quarter for all your cooking and 


we 


bath water, or less than 1/- a day. 





8 The largest true boiling and simmering plates of any cooker 
* on the market. Two enormous ovens (one roasting : one 


_ simmering). 


4 Thermostatically controlled to maintain hotplates and 
* ovens at the required cooking temperatures, automatically, 


without knobs or switches. LINO NFR 
Gives you 3 piping hot baths a gt 4, 
Ca i 





or 


day and lashings of washing- 
up water all day long. 


6G Stays in all night to give you a cosy kitchen and immediate 
* service from first thing in the morning till last thing 


at night. 


r; The shiny, vitreous, enamelled surfaces are cleaned in a 


Nothing to burn out. Absolutely safe. 


Me Every Aga is guaranteed for 10 years. In fact the Aga, with 
e 


its massive chrome-steel fire-unit, lasts a lifetime. 


() Available on Hire Purchase over periods of up to 5 years 
* but, by its saving of fuel, in most households it creates its 


own instalments. 


Send to-day for free, 26-page “ Saga of the Aga”, fully illustrated in 
colour, dealing with all Aga models and including kitchen mo by 
a leading expert. Write to: Aga Heat Ltd., 34/4 Orchard House, 
Orchard Street, London, W.1. (Proprietors : Allied Ironfounders Ltd.) 


2/64. A DAY BUYS THE 


moment with a damp cloth. No moving parts to remove and 
scrub. No flames to blacken utensils: No smoke or fumes. 


AND PAYS FOR ITS FUEL 
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every morning at |1.50 
to Milan and Rome 


Every morning at 11.50 Alitalia aircraft leave 
London airport, fly direct to Milan and Rome. 
At Milan you have good connections for Venice, 
the Dolomites, Rapallo, San Remo and the 
Lakes. 





FLY luxuriously in 4-engined 


d feel —+ aircraft. 


ANAT 


Italian wines and food free of 
\ aS mn charge; you enjoy the natural, 
* 


lively welcome of the most hos- 


Aboard you are served 


° pitable airline in the world. 
Return fares: LONDON - MILAN £47.16.0. LONDON- ROME 
£57.12.0. (Special 23-day excursion to Rome £50). Book 
now at any travel agent; or at Dorland Hall, Regent St. 
London, $.W.1. (WHItehall 9288 or GERrard 9833 ext. 322) 


SFALITALIAS: 


ITALIAN INTERNATIONAL AIRLINES 
in association with British European Airways 





Traffic duty policemen can do very little to combat the crime wave. 


The most effective deterrent is the man on the beat. 

Electro-matic Vehicle-Actuated Signals can take care of the traffic 
anywhere. No intersection is too difficult or too complex. Every 
traffic point thus equipped means the release of valuable trained men 


for duties where the human element is essential. 


INSTALL 
~ [ALECTRO-MATIC 


3 tie: 


SPOS (C), 7:1 Oy 


AND PUT THE POLICE 
BACK ON THE BEAT 


Mies ms nem & ELECTRIC CO. LTD., 

owger House, Arunde] Street, London, W.C.2. 

Phone: TEMple Bar 4506. Grams: Strowger, Estrand, London. 
Works, Liverpool, 7. 
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Letters to the Editor 


Korea and the Charter 


Sir,—In “Notes of the Week” for 
July rst there appear, under the heading 
“The Charter in Action,” the following 
two sentences : — 

“The Security Council put to the test 
over Korea has this week worked as it 
was designed to work. After years of 
service, chiefly as a propaganda platform, 
it has risen to am emergency... .” 

No one will deny the accuracy of the 
first sentence. It is most heartening to 
see the Security Council “ work as it 
was designed to work.” But the im- 
pression conveyed, at least to me, by 
the second sentence that this is the 
first such occasion, is somewhat unfair. 
The Security Council, in the course of 
its short life of just over four years, has 
previously worked in a number of cases 
as it was designed to work. Its resolu- 
tions in the cases of Soviet troops in 
Iran and of British and French troops 
in Syria and the Lebanon brought 
concrete results. These troops were 
removed and with them a_ potential 
source Of hostilities was overcome. Its 
cease-fire orders in Indonesia, in 
Kashmir and in Palestine all achieved 
the positive and immediate result of 
bringing fighting to a halt. Surely 
never before in the history of interna- 
tional relations had such a resounding 
moral victory been won? Were these 
not examples of moral sanctions ? Yet 
your Note claims that the 

“Council has no previous experience 
of applying sanctions other than those of 
publicity and remonstrance.” 

It is perfectly true that the Security 
Council has been used for propaganda 
purposes and that the Council chamber 
has often been filled with hot air, as I 
can personally testify. The culprits 
have generally been the USSR and its 
associated satellites. Nor have they 
confined their propaganda efforts to the 
Security Council but have used their 
membership of all United Nations’ 
organs for this purpose. Yet, despite 
this evil practice, the Council has been 
able to progress and successfully to 
achieve concrete results. The hot air 
has been displaced by the cool breeze 
ot reason and sanity and by the inten- 
tion of the majority to fulfil the pur- 
pose for which the Security Council 
was designed. 

_ The sanctions adopted in the case of 
Korea, on the Secretary General’s initia- 
live, were the most significant step for- 
ward which the United Nations has ever 
taken. It is important to remember 
that this was not the first.—Yours faith- 
fully, Joun A. Keyser 

London 


The Wafd Replies 


Sit,—May I, as a constant reader of 
your paper and a member of the Wafdist 
rganisation, be permitted to make a 
few comments upon the article pub- 


lished in your issue of June 24th, in 
which you describe the recent promul- 
gation of the decrees affecting a number 


of appointed senators belonging to the 
minority parties as “an act of political 
racketeering ” ? 

Such Egyptians as have always 
looked upon The Economist as a sober 
and reliable publication deeply regret 
that you have deemed fit to interfere 
In a_ strictly internal matter upon 
which, from the necessarily meagre 
information at your disposal, you are 
not able to pronounce a sound verdict. 


You further assert that the new sena- 
torial appointments hardly encourage 
the belief that they are intended to safe- 
guard the interests of the “man in the 
street.” Nothing can be further from 
the truth, The object of having a 
certain proportion of the members of 
the Upper House appointed is to ensure 
the representation of all classes of the 
population. 

Nor can a charge of departing from 
democratic principles be levelled against 
the Wafd who, during their compara- 
tively short tenure of office, have actu- 
ally promulgated such legislation as 
ensures labour welfare, free education 
and social security, the latter Bill, with- 
out precedent or parallel in the whole 
East, being a bold attempt to raise the 
standard of living.—Yours faithfully, 

Alexandria AHMED SHAFFEI 


Administrative Tribunals 


Sir,—In a reference to administrative 
tribunals, you remark that the attitude 
still prevails that it is the convenience 
of Government departments which has 
priority. I have tended to take a more 
charitable view, but a recent personal 
experience of the working of one of 
them unfortunately lends support to this 
attitude. 


The tribunal was one attached to the 
Ministry of National Insurance, and the 
relevant facts are these. I was insured 
under the old health insurance scheme 
until January, 1947, when my salary 
passed the £420 maximum ; I re-entered 
insurance under the new scheme in July, 
1948. In January, 1950, I was ill, 
applied for benefit, and was refused on 
the ground that the “Contribution 
Year ” regulating benefit for that month 
was July, 1947-July, 1948, during which 
period I had paid no contributions. 
Now, under the National Insurance Act, 
q “ Contribution Year ” regulates benefit 
for a “Benefit Year” beginning 5 
months after the contribution year ends, 
so that the maximum period that should 
elapse, after entry into the scheme, 
before benefits are payable, is 17 months. 
My sickness fell in the 19th month after 
my re-entry. The reason for this anomaly 
is as follows. Under the old scheme, the 
approved societies all collected the con- 
tribution cards at the beginning of July 
each year; now that the administration 


has been centralised, the Ministry has 
found it convenient to stagger the collec- 
tion over the year. As I fell into Group 
C, the date of the exchange of my card 
was put back to September, and the first 
contribution card covered 61 weeks ; by 
ill-chance, my sickness occurred just in 
the period that was squeezed out by this 
alteration. 


This is a simple administrative 
anomaly. I therefore launched an appeal 
on the ground that mine was a case in 
which a “suitable modification,” in 
accordance with the regulations, should 
be made, and in due course I appeared 
before the tribunal. This body quickly 
decided that the case was one of dispute 
as to whether the contribution conditions 
had been satisfied, and should accord- 
ingly be referred to the Minister for 
decision. This done, they proceeded to 
explain that the Minister would tura 
down the appeal (which he has done) 
and sought to convince me thar this was 
the proper course. 


From a cloud of general arguments, 


there emerged two clear points. The 
first was agreement that, had the luck of 
the draw given me an A or a B suffix 


’ 
I would have been entitled to benefit, 
and that the provision in the regulations 
is designed to deal with anomalies of 
this type. The second point, however, 
was that the provision is only applied ta 
the case of persons who entered insur- 
ance for the first time in July, 1948. In 
answer to my inquiry as to why persons 
previously insured should be discrimin- 
ated against, the answer was given that 
if the picture is looked at as a whole, 
they are not; if, for instance, I had 
failed to recover, my widow (if I had a 
widow) would be much better placed 
than a widow of someone who had 
entered insurance for the first time in 
1948. In fact, what we lose on the 
roundabouts, we gain on the swings. 


I have since received a letter from the 
Ministry repeating most of these argu- 
ments, though they are quite unconvinc- 
ing and would not in any CaSe answer 
the main point. This is quite simply 
that the Mi£nistry has staggered the 
collection of cards to suit its own con- 
venience, and has an obligation to see 
that no part of the insured population 
suffers from this action. This it has 
failed to do. What one expects of the 
tribunal to which one appeals is simply 
that, if it cannot give a verdict in one’s 
favour, it will comment on the matter 
in such a way as to lead the Ministry to 
alter its regulations Instead, the 
tribunal that heard my case behaved 
entirely as a public relations department 
of the Ministry. Not content with this, 
it went on to suggest that I might pay 
voluntary contributions for the period 
when I was not insured, and that a pay- 
ment of only £5 or £6 in this way would 
entitle me to my 26s. benefit—Yours 


faithtully, A. H_ Breer 
468 Moss Lane East, Manchester 14 
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Books and Publications 


Roosevelt’s Mephisto 


I Was There. By Admiral William D. Leahy. 


At Yalta, on a_ prandial occasion, 
Admiral Leahy was toasted by Mr 
Molotov, he tells us, as “the permanent 
member of all international confer- 
ences.” That gives the measure of his 
important role as Chief of Staff to 
the President from the summer 
of 1942, when his mission to Vichy 
ended, to the Potsdam Conference, 
continuing in this unique position 
until March, 1949. He was present 
at all the Allies’ political and war 
councils of 1943-44 — Washington, 
Quebec, Cairo, Teheran, Quebec 
again—and attended, at his chief’s re- 
guest, all the political meetings at Yalta. 
A full account of what went on behind 
the scenes, based on the author’s day-to- 
day iottings and evidently filled out by 
careful reference to the documents, 
ought to have yielded a really important 
book of memoirs. That it has not done 
so can be attributed not merely to the 
fact that others have stolen his thunder 
but chiefly to the tough-grained, not to 
say unpleasing, personality of the man 
himself. The contrast, for example, of 
the Admiral’s pride and prejudice w.th 
Robert Sherwood’s presentation cf ihe 
Hopkins papers is glaring. 

His pride is a naive old-fashioned 
patriotism. One hundred per cent 
Americanism is for him the highest 
criterion. This is how he pays tribute 
to his two Chiefs: —“ Both will, in my 
opinion, be recorded in history as having 
been completely devoted to America.” 
The war was fought and won by that 
superb strategist, the President, and the 
Joint Chiefs of Staff, almost he seems 
to say, in despite of the nations that 
were America’s allies. Naturally, we 
hear. in the ffnal pages, of the “ dramatic 
and expensive American airlift.” His 
prejudice extends from the normal 
restricted professional angle of vision of 
an old sea-dog—he was suitably shocked 
by Mr Truman’s decision to use the 
atomic bomb—to a “ psychopathic dis- 
like of England ” (the phrase he applies 
to Darlan) which may, of course, derive 
from Irish ancestry. Time and again 
he seems to have been conducting a 
private war against the British. 

There is a great deal in his memoirs 
about high strategy, especially in the 
Pacific area which, obviously, interests 
him more than decadent Eurepe. With 
his fixation about british imperiaiist 
designs he attributes Mr Churchill’s 
views, when they differed from nis own, 
to the idea that Britain must ‘ave ex- 
clusive control of the Mediterranean 
and sees the British leader concerned 
more with Britain’s peace aims than 
with defeating the enemy. And he 
paints a picture of Stalin and Roosevelt 
“setting along fine” by mutual acccm- 
modation at Yalta until the “ negotia- 
tions * with General Wolff for a military 
surrender in Italy, authorised by Field 


Gollancz. §92 pages. 258. 


Marshal Alexander, revived the 
Russians, suspicion that the Allies were 
intent on making a separate peace with 
Germany. That the Russians had? thet 
own plans for the postwar worid never 
seems to fave crossed his simpie mind. 

For the Vichy mission Admiral Leehy 
had no particular qualifications. His 
French was rudimentary, his knowledge 
of French politics almost nil, and tact 
was certainly not his strong point. But 
he could, it was hoped, get the confi- 
dence of Pétain and Darlan, and, within 
its limits, his mission was a success. 
The fact that Mr Churchill also kept 
the line open to the Marshal, through 
the Canadian Minister to Vichy, is 
never even mentioned, nor is there any 
appreciation of the big risks involved in 
the American policy towards Vichy. 
Instead, the reader is treated to all 
manner of contemptuous references to 
de Gaulle, who figures as the catspaw 
of Britain. 


While much of what the Admiral tells 
us cannot fail to be interesting—not for 
nothing was he appointed by the Presi- 
dent to be his “ watch-dog ”—this 
“former naval person” was about as 
suited to the complexity and subtleties 
of international politics as Mr Anthony 
Eden would be to the simple blatancies 
of an American football game. One 
feels that Mr Roosevelt, with uncanny 
self-knowledge and a certain impish 
delight, must have chosen’ Leahy 
deliberately as a foil to his own generous 
idealism, to play Mephisto to his Faust. 


Encyclopaedic Economics 


Principles of Political Economy. By 
Carroll R. Daugherty and Marion R., 
Daugherty. Hought n Mifflin. 1126 
pages. Two volumes. $8.00. 


This compendious work might well be 
sub-titled “ what every young economist 
should know.” Its 1,125 double- 
columned pages contain a comprehen- 
sive exposition of modern economic 
theory in all its ramifications, lucidly 
written and incorporating all the tools 
in the economist’s box except mathe- 
matics. The central concern is with 
economic welfare; the exposition pro- 
ceeds by the construction of hypo- 
thetical economic systems, Successive 
sections deal with the isolated frontier 
household, barter, pure competition, 
monopolistic competition, oligopoly, 
monopoly, and authoritarian economics ; 
these models reappear in a section on 
multi-national systems. In each section 
the argument moves from partial to 
general equilibrium, and thence to 
dynamic problems. At each stage the 
foundation is laid for later analysis: the 
basic national income concepts, for 
example, emerge in the chapters on the 
frontier household. At each stage, too, 


the tools and the schools are fitted 
neatly into place; perhaps the neatest 
trick is a synthesis of liquidity prefer- 
ence and loanable funds theories 
interest. 


Va 


Once developed, the theoretical tech- 
nique is applied to an analysis of the 
American, Russian, and British 
economies and the structure of world 
trade. Here the treatment is slightly 
uneven. The chapter on Britain for 
example errs in both fact and emphasis ; 
it is nevertheless an interesting if some- 
what patronising attempt to evaluate 
Labour’s achievements in terms of the 
concepts of welfare economics. 


All in all, this is one of the best text- 
books to appear in recent years. It ha: 
its faults: there are technical errors in 
analysis, notably in internationa] trade 
theory ; undue reliance is placed on 
Professor Lerner’s rather tarnished 
Rule ; the authors incline towards co!- 
legiate slang and the coinage of unlove); 
neologisms ; and in the background ‘s 
a none-too-subtle faith in the superiority 
of the American way of life—Republi- 
can version. But the solid merits o! 
clear style, deft technique and logicai 
argument compensate for such minor 
blemishes. The only really dismaying 
feature is the length. No one who has 
access to a good library could honestly 
be advised to read it through ; and since 
it will tend to be used as a reference 
book rather than as a text, it is regret- 
table that the authors have followed 
current fashion in omitting any biblio- 
graphy of their sources. 


The Finnish Spirit 


Finland: The Adventures of a Sma!! 
Power. By Hugh Shearman. Published 
under. the Auspices of the London 
Institute of World Affairs. Stevens and 
Sons. 114 pages. 10s, 6d. 


Mr Shearman has produced a wel! 
balanced, lucid and remarkably ful! 
account of the development of the Fin- 
nish nation. This he traces from its 
earliest obscure origins through the 
period of Swedish or Russian domina- 
tion to the present day. The greater 
part of the book is rightly devoted to 
the last fifty years or so, the time. of 
Finland’s travail, birth and growth as 2 
nation. The account of the restless last 
decades of the Grand Duchy of Finland 
is particularly good. It shows how wel! 
developed already were the dominant 
themes of Finnish politics—the deter- 
mination to achieve, and maintain, 
political independence, and the struggle 
against hardship and poverty—so liable 
to be transmuted in times of crisis to a 


conflict between classes or between town 
and country. 


This latter motif, if somewhat weaker, 
is more pervasive than the resolve to 
resist the encroachments of Russian 
power. It explains to a large extent the 
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no late nights... 


Some thoughts on choosing 
an advertising agency 


An early (novelist’s) conception of an advertising agency was 
that of a one-man band run by a ‘‘card’’—a forceful character 
who thought of the ideas, the slogans and even did the sketches 
—all by himself. ; 

A later (film) notion was of a cocktail party kind—bright 
young writing men and clever girl artists; contact men, enter- 
tainment, good shows, late nights. ... 

Some of us sigh for the.times we never had, but a real life 
visit to a first-class advertising agency today reveals a group of 
specialists experienced in many fields. You see a close-knit 
organisation with well-planned methods of operation, marshal- 
ling trade facts, examining competitive trends, analysing clients’ 
problems; with the ideas-men holding a watching brief until 
everyone agrees what the idea should be about. 

Only then, when the message behind the advertisements has 
passed the test of many minds, are writers and artists left to 
interpret it in terms of interest to the public—to dramatise, to 
make memorable, striking. It is quite remarkable what they 
can do, for instance, with a simple trade message like ‘‘look 
for the name Morley’’. 

The choice of an advertising agency is a matter that calls 
for a thorough assessment of the resources of the agency under 
examination—the extent of its services, its experience, its talents, 
its people. We of the Pritchard, Wood organisation invite such 
examination and suggest, as an interim measure, that those 
interested may care to write for a copy of our new prospectus 
entitled ** Choosing an Advertising Agency’’, which tells more 
about our outlook and the way we work. 


F. C. PRITCHARD, WOOD 
& PARTNERS LTD 


ADVERTISING AND PUBLIC RELATIONS 


25, SAVILE ROW, LONDON, W.1 *° REGENT 7080 (16 LINES) 





F.C. Pritchard, Wood & Partners Ltd., 


—the Advertising Agency employed by 


1924 Imperial Tobacco Company 
W. A. & A. Coe hurchman 
Churchman’s No. \ Cigarettes 

1925 Polytechnic Touring Association Ltd. 
oly Tours 

1926 Johnson & Johnson (Gt. Britain) Ltd. 
Bahy Powder, Baby Lotion, Band-Aid 

1927 Halex Ltd. Toothbrushes, Hairbrushes 
Pilkington Brothers Ltd. 
Constructional Glass 

1931 Newton Chambers & Co. Ltd. 
Izal Disinfectant, SanIzal 
Izal Toilet Rolls, Zal Pine 
James Pascall Ltd. Pascall’s Sweets 

1932 Austin Reed Ltd. Men’s Outfitters 
Troughton & Young Ltd. Electrica 
fittings 

1934 Heal & Son Ltd. Furniture, Furnishings 
Bayliss, Jones & Bayliss Ltd. 
lronwork and Steelwork 

1936 I. & R. Morley Ltd. 
Stockings, Underwear, Gloves 

1938 Geo. G. Sandeman, Sons & Co. Ltd, 
Port and Sherry 

1939 Samuel Hanson & Son Ltd. 
Red, White and Blue Coffee 

1940 Aluminium Union Limited A/uminium 
Train & MelIntyre Ltd. 
Old Angus Whisky 

1941 Tube Products Ltd. Tru-Wel Steel Tubes 

1943 Glyn, Mills & Co. Bankers 

1943 Ultra Electric Ltd. Radio and Television 
British lronfounders Association 
Trade Association 

1944 Northern Aluminium Company Ltd. 


Aluminium and Aluminium Alloys 
Ashdowns Ltd. Plastics 
1946 Eugene Ltd. Permanent Waving 
Lever Bros. & Unilever Ltd, 
Hudson & Knight Ltd. 
Shavallo Shaving Cream 
J. & E. Atkinson Ltd. 
Skin Deep Beauty Cream 
1947 Hudson & Knight Ltd. 
Solidox Toothpaste 
1946 Jowett Cars Ltd. 
Javelin Cars and Bradford Vans 
1947 Ministry of Fuel & Power 
Glaxo Laboratories Ltd. 
Ostermilk, Farex 
1948 The Brewers’ Society. 
Professional Hairdressing 
Development Group 
Men’s Hat Promotion Ltd. 
Hatters’ Information Centre 
1949 Autocheques Ltd. Moror Touring 
British Transport Commission 
Commercial Advertisement Division 
Road Haulage Executive 
The Nestlé Co. Ltd. Milo Tonic Food 
1950 W. C. Youngman Ltd. 
Bathroom Fittings 
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.... DICTATE IT HERE 


You can take the ‘* Recordon ”’ into 
Committee or the board room: take 
it home for urgent work like a 
portable ty pewriter 
or send its paper 
recorded discs in 
an ordinary 
envelope 
safely 
through 
the 
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TYPE IT THERE.... 


it will work as well in your home 
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For seven generations Newton Chambers have 
been making tanks and vessels of all shapes and 
sizes in their Thorncliffe works. It was therefore 
a natural development that they should have 
been among the first to introduce plastic lined 
tanks which were acid-proof, solvent-proof, and 
resistant to nearly all chemicals. In this and in 
many other projects, the experience of 157 
years, flourishing within the stable Thornclifte 
Chambers to 


community, enables Newton 


produce goods of an unremitting high quality. 


Newton Chambers 
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dour obstinacy of Finnish politicians 
who, feeling that they cannot afford a 
compromise, withstand each other man- 
fully until the sudden realisation of the 
eed to withstand a greater external 
threat brings them together for a while. 


After reading Mr Shearman’s account 
of conditions in Finland a generation or 
so ago, one is less surprised at this atti- 
tude. The Finnish attitude towards the 
belligerents in the two World Wars also 
becomes more comprehensible after a 
perusal of this book, which does not, 
however, bring out adequately the enor- 
mous cost to Finland of the second war. 
Nor for that matter does Mr Shearman 
mention the potent psychological effect 
of reparations payments which, as every 
Finn knows only too well, afford to 
Russia legal means of exercising illegal 
political pressure. Indeed it is almost 
certainly this knowledge which has called 
forth the remarkable efforts whereby 
reparations have so far been punctually 
paid. In this and other respects the last 
few pages of the book—together with 
the two quite inadequate maps reprinted 
from another work—are the weakest 
parts of an excellent whole. 


A Dreary Catalogue 


The American People and Foreign 


Policy. By Gabriel A. Almond. 
Harcourt Brace, New York. 269 pages. 
93-75. 


“When we examine the current 
scholarly output of political science,” 
says Mr Almond, “ the shortcomings of 
at least this sector of the academic elite 
become disturbingly clear.” These 
shortcomings include a _ distressing 
addiction to “ historical and descriptive ” 
treatments and a woeful neglect of 
“basic social, psychological and 
economic factors ”—at least in the field 
of international relations. Any reader 
who has bruised his perceptions upon 
the 250 odd pages of Mr Almond’s own 
contribution to this field will have no 
difficulty in extending the catalogue still 
further. Here we have a book emanat- 
ing from a distinguished American 
university, and dealing with a theme of 
central importance. True, it is a topic 
which has attracted many pens and 
perhaps it is too much to hope that the 
Yale Institute of International Studies 
would have anything to say on it which 
had not already been said before. Per- 
haps, therefore, the author is to be for- 
given the chapter in which he collects 
indiscriminately the assessments of the 
American character made by observers 
from Tocqueville to Gorer, and feeds 
them into a kind of socio-psychological 
totalisator designed to give the odds on 
American public opinion. A_ similar 
indulgence may perhaps extend to the 
dreary analyses of public opinion polls 
from 1935 to the present day, based on 
the assumption that all such findings, 
whether conducted for their news value 
or on a serious academic basis, can be 


regarded as equally reliable and 
informative. 


But when the author leaves these well- 
worn pavements to blaze a trail of his 
Own, judgment and meaning alike dis- 
appear in a jungle of lush, super- 


tropical jargon which defies the hardest 
pruning knife. “Opinions must be 
placed in their subjective matrices of 
values and basic attitudes if we are to 
gain an impression of their stability, 
ramifications and _ possible future 
development.” “At the level of basic 
attitudes there is largely an unconscious 
consensus of feelings with regard to 
values and of reactions regarded as 
Suitable in response to certain political 
cues.” Is this kind of cuttle-fish 
effluvium the word-magic that is going 
to revivify the study of society and 
inspire the “ policy-making elite ” of 
America? It costs, on good paper 
between dove-grey boards, three dollars 
and seventy-five cents. 


Shorter Notices 


Readings in the Theory of Inter- 
national Trade. 
Association Series. Allen and 


American Economic 
Un vin 
626 pages. 30S, 


This fourth volume in the Blakiston 
Series of Republished Articles on Econo- 
mics, published in America last year, has 
already been warmly welcomed by serious 
students and teachers in this country. The 
policy of thus “ bringing together, field by 
field ”"—to -quote the preface—key texts 
which would otherwise be difficult or im- 
possible of access to the reader is obviously 
a gocd one; coupled with a comprehen- 
sive and systematic article bibliography, the 
papers here repreduced provide an indis- 
pensable survey of modern theory from 
1923 (“The Theory of International 
Values Re-examined,” by Frank D. Gra- 
ham) to 1947. Empirical and factual 
articles are excluded, as are those of special 
and narrowly delimited subject matter. This 
high level of abstraction does not exclude 
an often uncanny relevance to stop press 
actuality ; Mr J. J. Polak, analysing in 1943 
the “Balance of Payments Problems of 
Countries Reconstructing with the Help of 
Foreign Loans” appears to have had a 
prophetic telescope trained on the Europe 
of 1950; and much the same may be said 
of the article on “ International Relations 
between State-Controlled National Econo- 
mies,” by Professor Jacob Viner, first 
published in 1944. 


Social History and Literature. By 
R. H. Tawney, Published for the 
National Book League by Cambridge 
University Press. 39 pages. 2s. 6d, 


The annual lecture of The National 
Book League, which has been delivered 
since its inception by Lord Samuel, Sir 
Richard Livingstone, Earl Russell, Mr G. 
M. Trevelyan and the Poet Laureate, is be- 
coming an impressive addition to the 
intellectual calendar. Mr R. H. Tawney’s 
lecture for 1949 raises the standard 
even higher, as well as providing a 
rostrum for one whose voice is heard 
nowadays only too rarely. His exquisite 
tracery of thought on the relation 
of litecature to the social environment 
which produces it is, as one would 
expect, grounded in examples _ from the 
Elizabethan age. The lecture is as enter- 
taining .o read as it must have been hard to 
follow when delivered, since a Jamesian 
arrangement of subcrdinate clauses is shot 
through with a tracery of tantalising but 
obscure quotations. For the reader with 
leisure and intellectual vitality—that para- 
gon at whom the enthusiastic reviewer sets 
his cap—who is seeking for a new field of 
pleasure and excitement, Mr Tawney has 
provided a set of guideposts leading down 
enticing but well-metalled roads. 
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Etudes sur la banlieue de Paris. Armand 
Colin, Paris, 175 pages. 350 fr. 
These “ methodological essays ” published 

by the Foundation Nationale des Sciences 

Politiques consist of studies of the Paris 

suburbs by M. Pierre George,,M. Maurice 

Agulhon, M. L. A. Lavandelra, M. H. D. 

Elhai and Madame R. Schaeffer. The four 

specialised studies are, respectively, on 

political opinion in the Commune of 

Bobigny between 1850 and 1914; on the 

phenomenon of “commuting” by workers 

between their home town of St. Maur-des- 

Fossés and other communes in the Paris 

area; on life in tenements built by the 

government at Aubervilliers, and on the 
living conditions of the employees of a fac- 
tory at Montrouge. These studies are pre- 
ceded by an essay by M. Pierre George on 

the subjects of suburbs in general. M. 

George, who is Professor of Hunian Geo- 

graphy at the Sorbonne gives in his preface 

a most interesting sketch of the impetus of 

Parisian development whereby financial and 

industrial concentration brought into being 

a new administrative class which occupied 

the centre of the city and drove the truly 

productive elements into the suburbs, 


The kind of sociological study which this 
book contains is well suited to the French 
temperament which is perhaps most sym- 
pathetic and human when in a state of in- 
tellectual detachment. Thus the French 
enquete about particular human conditions 
has never the stodginess and pomposity of 
similar investigations undertaken in certain 
other countries. The Parisian 
with its sharply differing local characteris- 
tics provides, moreover, a rich and fascina- 
ting field. 


banhieue 


Science. 
i dited by L. Radzinowicz 
and Swe ee 


217 pages. 13s, 


The Journal of Criminal 


Volume 2. 


Turner, Macmillan. 


Th 


he second volume of this excellent 
series, which is being published under the 
aegis of the Department of Criminal 
Science at Cambridge, is a collection of 
essays on different aspects of the Criminal 
Justice Act of 1948, The essays are authori- 
tative and describe the many changes which 
the Act has introduced, especially in the 
treatment of offenders. Miss Margery Fry, 
for instance, sets out the few differences 
which the Act has made to the Borstal 
system and criticises the many weaknesses 
which remain. Dr Max Griinhut clears up 
the confusion which still exists between 
“correctional training,” which is a form of 
Borstal sentence for offenders over the age 
of 21, and “ preventive detention,” which is 
a sentence which can only be given to per- 
sistent offenders ovér the age of 30 and 
which is primarily designed for the protec- 
tion of society. Sir Norwood East examines 
the changes which the Act has introduced 
in assessing the mental condition of 
accused persons and in the treatment of 
abnormal prisoners. There is also an enter- 
taining article by Chief Superintendent 
Cherril of New Scotland Yard on how the 
law now stands with regard to the taking 
and recording of finger-prints. 


All in all, this volume is a useful contri- 
bution to criminology. Like its predecessor, 
it concentrates too much perhaps on the 
prisoner and not enough on crime in 
general. The behaviour of criminals and 
the effect the new Act is having on theit 
activities is at least as important a subject 
as the treatment of prisoners. An examina- 
tion, say, of crimes of violence should merit 
a high place on the editors’ list of subjects 
for their next volume 
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THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION, JUNE 30, 1950 
RESOURCES | LIABILITIES 
Cash and Due from Banks ... $1,199,628,369.05 | Deposits ... $4,298,936,909.82 


ividend Payable August 1, 1950... 2,960,000.00 
U.S. Government Obligations... 1,671,781,138.39 | nae apes Sa 


| Reserves—Taxes and Expenses ... 15,268,644.02 
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Condensed Statement of Condition as of June 30, 1950 i] 
INCLUDING DOMESTIC AND OVERSEAS BRANCHES BUT NOT INCLUDING THE i 
AFFILIATED CITY BANK FARMERS TRUST COMPANY i} 
ASSETS 
Cash, Gold and Due from Banks .......... selcipisietiantiiiccnceadieiatiesd Dnskdhanbkdndavexcuswergubarkederschobbatiunseantesmieel $1,164,389,432 
United States Government Obligations .......0.0..0 0.000000 0 0c ccc cc eee dios déGedeniebitambiatce vesdulaoe aaa 1,860,934,857 
Obligations of Other Federal Agencies al ccepabudibap dine seieakipienegdibeal sébiesbasacbieasiatsb dbekibiis tcansmaaiai cotaaianal 33,413,871 
Established 1812 State and Municipal Securities......... i ecauak a eaha fal aes esaedihatebnciibneamddintionssiente 386,328,935 
I I cn euigek suet cabiudsiemal tea slain aincihuiseici b belphioidbaon iment Gpandkebdetasiaimaih 100,913,308 
Loans and Discounts .................. “seemed shat scissile secs acest N04 6 mipipsb noone tlohahon enon mena dicta 
Real Estate Loans and Securities ...............00000..... Genre ae fadicpstetixtienchienetedenakvabdonce wooed 1,220,448 
I snips sidtenbibad nbinnapaunt sn dubbaihee sake dcebebsiabbncumicss iii 20,836,361 
Stock in Federal Reserve Bank ...................20.05-- hacia et agen a li ahaa sldcdoeidianaaiamiall 7,500,000 
Ownership of International Banking Corporation .. ; ines ns piebgenennidsdtosbadannisalelos, doteerseneeetien 7,000,000 
a I a he aA eh aalg opt es deck Lcd nde a nidinhy sajeadbeiobbivoweibccankgbkdidiiesgdecdaeseaichskale dias obi 27,737,876 
Items in Transit with Branches .................. Iaelsananiainionist icsisies- dicen hiinikeRthction'eisdintesissganiimaassmsde bald aismen eaten 18,606,117 
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AMERICAN SURVEY 





Strange Bedfellows 


(From Our American Stat) 


HE last Sunday and Monday in June were uneasy days 
T in Washington. Everyone recognised that a warning 
from the Security Council was a necessary preliminary to 
any action, but there was a fear that the action, when :t 
came, might take the form of “all aid short of help” 
accompanied by the explanation that South Korea was, as it 
was known to be, outside the American defence line. Mr 
Truman’s temporising statement on Monday increased the 
unease ; phrases like “ our concern over lawless action” and 
“our sympathy and support for the people of Korea” had 
a too-familiar ring. “Thus the pattern appeared to be,” 
wrote the New York Times, “to avoid any semblance of 
direct military intervention... .” That evening Mr Elmer 
Davis said in his broadcast 
that “all of us who are old 
enough to remember twelve 
or fifteen years back feel 
tonight as if we were hearing 
a familiar piece of music 
played by a new orchestra, 
under a new conductor, but 
with the same interpretation. 
... So here it begins again ; 
the old game . .. as Hitler 
used to play it.” 

Then on Tuesday morning 
word spread that the President 
would make an important 
announcement shortly after 
noon, and in a few minutes 
the waiting room at the 
White House was filled with 
reporters; many of them, 
grown cynical after their 
experiences in London, Paris, 
Berlin and Rome a dozen 
years ago, refused to believe 


a democracy was capable of Ws x 7 


iS 


acting before it was too late. 
But when the statement came 
the old pattern had been 
broken ; Mr Truman was not 
going to be a Chamberlain. 
“ Never before,” Mr Joseph Harsch said in the Christian 
Science Monitor, “have I felt such a sense of relief 
and unity pass through this city.... I have never 
seen such a large part of Washington so nearly satisfied 
with a decision of the government.” In the next two days 
it became clear that the sense of unity was not confined to 
Washington ; it covered the country. 

One of the most interesting by-products of the crisis has 
been, as the Washington Post pointed out, “a general 
exchange of bedfellows all over the place.” Into the larger 
bed, where the President’s supporters lie, hastened, of 
Course, such people as Mr Dewey, who telegraphed his 
whole-hearted agreement, Mr Herbert Hoover, who lectured 
his party on the need for unity of purpose and action, and 
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those Republicans in Congress who understood what he was 
talking about. More surprising, Mr Henry Wallace was 
seen at least fingering the sheets. The Korean incident has 
come as a godsend to some left-wing idealists, who had 
been imprisoned in their pasts and who at last saw a way 
of escape, and to others who had been edging their way 
through the door opened by Marshal Tito and were now 
able to come out into the daylight. 

But it is the opposition bedfellows who are more interest- 
ing. Mr Marcantonio, the fellow-travelling Representative 
from New York City, thinks that the President has “ usurped 
the powers of Congress by declaring war without its consent ” 
and so does the Chicago Tribune, which says that Mr 
Truman’s statement was an 
“illegal declaration of war.” 
Applying the principle of guilt 
by association, as the Wash- 
ington Post remarked, one 
might refer to the Tribune 
as “the prairie edition of 
Pravda.” But the attitude of 
the Far Right, which has been 
deserted by the Scripps- 
Howard and Hearst papers 
and even by Mr Fulton Lewis, 
its most dependable radio 
voice, and of the Far Left, 
deprived of Mr Wallace’s 
leadership, would hardly 
matter if they were not sup- 
ported in the Senate by certain 
prominent Republicans, 

A small group, of which 
Senators Taft, Wherry and 
Millikin were the most promi- 
nent, took it upon themselves 
to perform the functions 
undertaken during the Hitler 
period by Laval, Flandin and 
Georges Bonnet. They gave 
formal support to the Presi- 
dent’s position while indus- 
triously trying to undermine 
the foundations on which that position was built. On 
Monday—while Mr Truman, alone as only the President 
of the United States can be, was making the hardest 
decision of his life—Senator Millikin came out of a 
meeting of the Republican Policy Committee to announce 
that the United States had “ perhaps a moral commitment 
to help the Koreans help themselves, to wit, with supplies” ; 
but that the committee was “ unanimous that the incident 
should not be used as a provocation for war.” Twenty-eight 
of the forty-two Republican Senators were at the meeting 
and Mr Millikin’s announcement can hardly have helped the 
President. Mr Truman must have felt better, however, when 
Senator Margaret Chase Smith, who had attended the meet- 
ing, showed something less than unanimity by announcing 
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that “now is the time for the United States to stand up 


against the Cornmunist aggression that threatens the peace 
of the world.” 


It remained for Senator Taft, who has been engaged for 
some time in dispelling the rumours of his ability and 
iniellectual honesty, to provide two supreme examples of 
the purely destructive attitude of the right wing of the 
Republican Party, though he was obviously trying, in his 
usual half-hearted way, to be less negative than in the past. 
“T shall discuss,” he said, “the question of whether the 
President is usurping his powers. ... My own opinion is 
that he is doing so ; that there is no legal authority for what 
he has done,” echoing Pravda, the Chicago Tribune and 
Representative Marcantonio. Then the Senator announced 
his support of what others recognised as the most courageous 
action by a democratic leader within memory, in the most 
discouraging words he could find. “ It seems to me that the 
time had to come when we would give definite notice to 
the Communists that a move beyond a declared line would 
result in war. . . . It seems to me that the new policy was 
adopted at-an unfortunate time. . . . I believe the general 
principle of the policy is right. . I feel that we must 
back up our troops with unstinted support. ... Whether the 
President chose the right time for his new policy, or the 
right place . . . his action unquestionably has brought about 
a de facto war. . . . He has brought that war about without 


consulting Congress.” 
x 


And then, in an effort to help his President in a crisis, 
Mr Taft added, in the face of all the known facts, 
that “any Secretary of State who has been so reversed by 
his superiors . . . had better resign and let someone else 
administer the programme to which he was, and perhaps still 
is, so violently opposed.” Two days later Senator Wherry 
also demanded Mr _ Acheson’s resignation. Senator 
McCarthy’s monologue on the subject, of course, continued, 
but he is one of the pleasant casualties of the Korean war 
that, as Mr James Reston pointed out in the New York 
Times, “has finally overwhelmed the atmosphere of 
McCarthyism which has pervaded this city for months.” 


The performance of such important Republicans in this 


_ crisis is tragic, both for the party, which wants one day to 


win another election, and for the country, which desperately 
needs the two party system in working order again. It is 
hardly likely that their antics will compare favourably in 
the public mind with the dignity and courage of Mr Truman. 
But they may, with their perverted logic, manage to conceal 
the Secretary of State’s part in the week-end’s decisions. It 
was Mr Acheson and the State Department who maintained 
from the beginning that the fall of Korea would begin a series 
of disasters from which recovery would be difficult, and who 
pressed the political reasons for giving help in the face of 
clear military reasons—and an earlier decision by the Presi- 
dent and the National Security Council—against involvement 
in such unsuitable territory. If the unfortunate Russians 
have been accepting all the McCarthy accusations as true 
and basing their policy on them, they must be bitterly dis- 
appointed at being so betrayed by their imaginary friends in 
the American Administration. 


**AMERICAN SURVEY” is drawn from three 
sources. Articles described as ‘‘ From Our American 
Staff ’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘ From a Correspondent in Ohio”’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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American Notes 


Congress Thinks of Holidays 


The Korean outbreak fell upon Congress like an epidemic 
on a school that is counting the days until the holidays. The 
two parties had just agreed that they ought to be able to finish 
all essential business and go home to their election cam- 
paigns by July 31st. Whether or not this programme will 
be upset depends upon the seriousness of the Korean disease 
and the extent of the infection. So far the Administration 
has given no indication that it will ask Congress to authorise 
either new treatment or further preventive measures. It does 
not even seem inclined to seize this opportunity of pushing 
through the long-talked-of War Powers Bill, the stand-by 
legislation for emergency use that would give the President 
authority to mobilise the country’s economy. 


Indeed, the immediate effect of the Korean crisis has been 
to quicken the Congressional schedule. As did the Bill 
prolonging selective service, the Mutual Defence Assistance 
Bill sped, with a minimum of opposition, through a Senate 
glad of this opportunity of showing its confidence in the 
President. The Bill is now waiting for the House to return 
from its Fourth of July recess. The Korean invasion 
may actually kill the Tax Bill, on which the Senate Ways 
and Means Committee is now hard at work. It is be'ng 
suggested that the reductions in excise taxes approved by the 
House may seem unrealistic by the time the Senate itself 
debates the Bill, if in the interval increased expenditure on 
defence has become inevitable. 


The omnibus Appropriations Bill should reach the Senate 
floor next week. Once it and the Tax Bill are disposed of, 
Congress has little left to do, although it may hesitate to 
adjourn unless the international situation is clearer. Senator 
Mundt is insisting that the present emergency is making 
passage of his communist control Bill essential, although it 
was not included in the list of “ must” legislation, earlier 
agreed between the party leaders. Nor was statehood for 
Hawaii and Alaska, but completion of the final stage of 
this Bill might be an encouraging gesture to these two 
areas on which so much responsibility rests during any Far 
Eastern hostilities. Another attempt to set up a Fair 
Employment Practices Commission is also likely, but there 
is no more hope that it will be successful than there was that 
Congress would approve other Fair Deal proposals, such as 
health insurance and a new system of farm subsidies, long 
ago abandoned for this session. 


Both Houses have granted more generous insurance bene- 
fits to old people and an agreed Bill on this subject is sure to 
come out of conference. Rent controls have been extended 
until the end of the year and government ownership of 
synthetic rubber plants for two years. |The Commodity 
Credit Corporation has been given its $2 billion in addi- 
tional lending authority and a satisfactory Act for the 
admission of displaced persons to the United States has at 


last been signed. In fact, Congress has lately been earning 
its holiday. 


Mission to Manila 


The Philippine Republic has the North Koreans to 
thank for part of the present which President Truman gave 
it on the fourth anniversary of its independence—the 
strengthening of American forces in the islands and the 
acceleration of military assistance to the Philippine Govern- 
ment, an acceleration which applies also to Indo-China. 
This was a comforting gift, but the rest of the present was 
less reassuring. Nor was it a surprise package. The 
American mission, led by Mr Daniel Bell, which is to survey 
the Philippine economic situation, had been expected since 
the beginning of the year, but had been delayed apparently 
by the reluctance of the Philippine President to accept a 
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mission with only American members. The United States 
Government, however, considered, and its view has pre- 
vailed, that Filipino members could hardly be expected to 
agree to a frank report on a situation arising, to an extent 
that the mission itself will have to decide, out of Philippine 
incompetence and dishonesty. 


The shortcomings of their President and his government 
have often been pointed out by Filipinos, although they have 
resented criticism from America. But when the Philippine 
Republic opened up shop in 1946, the United States gave 
it not only independence but financial backing which, if 
carefully husbanded, should have been adequate to establish 
the islands on a sound business footing. Instead, bad 
management has brought them near to bankruptcy. Budget 
deficits are growing—revenue next year is likely to cover 
only half of estimated expenditure ; slowness in rebuilding 
the country’s basic industries and the squandering of dollars 
on luxury imports have completely unbalanced foreign trade. 


It is true that efforts to femedy some of these defects 
have recently been made and that the long-drawn-out Huk 
revolt has been a drain on the country’s resources. But the 
drain need not have been so serious if the Philippine con- 
stabulary had dealt with the revolt more satisfactorily, Now 
that the Army has taken over, the Huks are growing weaker, 
although they seem to be concentrating ominously in the 
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north of Luzon. There, it is thought, may be the stepping 
stone for the next advance of the Chinese Communists, 
should they succeed in taking Formosa. The Huks are led 
by Communists, but the movement is primarily a peasant 
revolt and much of the responsibility for it lies on the 
government’s failure to carry out promised land reforms. 


_ The Philippines may be the show window of democracy 
in the Far East, but today the window shows only that, 
there as elsewhere, democracy needs an efficient government 
and a healthy economy, as well as independence, if it is to 
attract the customers away from Communism. Many 
Filipinos, however, feel that they themselves need not bother 
to improve their country’s display, since the United States 
dare not allow it to put up the shutters. Quite apart from 
the bad advertisement for democracy, the islands are vital 
to America’s Pacific defences. The Bell mission is to recom- 
mend in the first instance ways in which the Philippine 
Government may help itself, but the terms of reference also 
include recommendations on ways in which the United 
States might be helpful. 





79 
Lilienthal’s Vacant Chair 


The search for a new chairman of the Atomic Energy 
Commission, which has presumably been going on since 
Mr Lilienthal resigned in February, will not be made easier 
by the refusal of the Senate Atomic Energy Committee to 
approve a new term for Mr Sumner Pike, the acting chair- 
man and only survivor of the original Commission. A 
Maine Republican, but not so rock-ribbed as his native 
State, Mr Pike’s “New Dealish” tendencies have ruffled 
the conservatives, and Senator Hickenlooper, whom Mr 
Pike antagonised last year by defending Mr Lilienthal, has 
accused the acting chairman, on the air, of insufficient 
enthusiasm for the hydrogen bomb. Mr Pike denies, with 
an emphasis some might consider excessive, that he allowed 
moral considerations to influence his advice to the President. 

The AEC, below strength for the past five months, may 
now be reduced to three of its five members if the Senate does 
not reverse the committee. But if poor pay and Congres- 
sional criticism have thinned the ranks of those who must 
make the momentous decisions, the rapid rate of turnover 
in AEC membership has increased the number of those 
free to discuss, with authority, the issues involved. The 
Commission is expected soon to ask for an additional $300 
million to speed work on the H-bomb and other atomic 
weapons ; already it has cancelled one project involving 
industrial power from the atom, in order to release scientists 
to work on the H-bomb and on an atomic motor for sub- 
marines, the first application of atomic energy likely to be 
realised. 

In May, however, Dr Robert Bacher, a former member of 
the Commission, and an outstanding atomic scientist, 
pointed out that every hydrogen bomb eventually produced 
would eat up substantial quantities of fissionable material 
otherwise available for industrial development or atomic 
bombs ; from a military view-point, the latter may prove a 
more effective use of scarce resources than the hydrogen 
bomb. He called for the release of essential background 
information to enable the public to understand the issues 
involved, 


* 


Mr Lilienthal is equally critical of the policy of “ security 
through silence” and argues that government monopoly 
of atomic research will mean exclusive concentration upon 
military uses. He urges that this paralysis of the atom’s 
better half be avoided by allowing private industry to par- 
ticipate independently in atomic developments in non-mili- 
tary fields. (At present corporations and laboratories act 
purely as the Commission’s agents.) Another expert, Dr 
Thomas, has submitted a detailed plan under which 
uranium would be lent to private corporations, who 
would use it to produce power and would return to the 
government the accompanying plutonium, isotopes, and 
other by-products. The weight of most comment is to the 
effect that, even if it were possible to separate the military 
and industrial uses of atomic energy, the practical produc- 
tion of atomic power is still so remote, save for military 
uses, in which cost is a minor consideration, that industry 
would be unlikely to invest $50 million or so in a nuclear 
reactor. Nor is it certain that military research is always 
an enemy of progress in the peaceful application of atomic 
energy. There is a good prospect, if Congress is not stam- 
peded by the Korean conflict, that the Commission will 
soon release to the public some of the wartime atomic 
secrets that the Russians, by now, may be presumed to have 
discovered or borrowed. Such a step would only be educa- 
tional ; it would not make the participation of industry 
possible. The Commission is still extremely sensitive about 
postwar developments ; 3,000 copies of the Scientific 
American had recently to be destroyed simply because non- 
secret facts about the hydrogen bomb were discussed by 
a Commission consultant. 
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Padlocking the Ivory Tower 


Although few Americans contend any longer that Com- 
munists should be allowed to teach in the publicly-supported 
schools of a democracy, the problem of how to expel them 
without shaking the academic ivory tower to its foundations 
is far from solved. The University of California has been 
rent for months by a proposal of the Regents to impose a 
special teachers’ oath. New York’s Feinberg law, which 
proposes to safeguard the State and its children by legalising 
the doctrine of guilt by association, is distasteful to many 
Americans and has yet to be ruled constitutional. Without 
waiting for a final determination, the New York Super- 
intendent of Schools has suspended eight instructors for 
conduct “unbecoming a teacher.” In seven of the cases, 
this consisted of refusing to answer when asked if they had 
ever been members of the Communist Party. In the eighth, 
and real test case, there is an additional charge of party 
membership. The Communist Party is still legal in the 
United States, and it has yet to be judicially determined 
whether membership is cause for dismissal from a public 
teaching post protected by tenure rights. 


The University of California, with its eight campuses, is 
the largest in the world, and one of America’s outstanding 
institutions of higher learning. The struggle between the 
Regents, reflecting the legislature’s demand for political 
purity, and the faculty, resisting in the name of academic 
freedom and personal liberty, has been watched with con- 
cern ; the Californian model might appeal to other legis- 
latures holding the academic purse-strings. The faculty 
objections were that California’s teachers already take an oath 
of allegiance, and that a second implied that professors were 
a particularly unreliable group; that the oath would be 
ineffective in sifting out Communists, who would sign 
willingly ; and that it was the beginning of political regi- 
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mentation for teachers. Governor Warren, also opposing 
the oath, pointed out that it would carry no perjury penalties 
as it was not state-authorised. The faculty, not used to a 
short rein, threatened to walk out when the Regents 
arrogantly announced that those who had not signed by 
April 30th would lose their jobs. 


To avert this, a compromise was arranged under which 
each of the 9,000 teaching and non-teaching employees way 
to sign a letter, as a condition of employment, stating he 
was not a Communist. One hundred and fifty-seven who 
have failed to return the letter, none of them teachers, have 
received notices of dismissal. Seventy-three who have 
refused to sign for reasons of conscience have been given a 
clean bill of health by a review board. The Regents have 
postponed for a month the problem of this embarrassing 
minority which includes men cleared for atomic research, 
the modern medal of political reliability. It is to be feared 
that the price of this rather empty victory will be paid, not 
in California, but in state universities whose professors lack 
the national reputation and ‘confidence to resist political 
pressure. 

* * * 


Shorter Note 

The emphasis which his campaign put upon racial 
questions explains the unexpected defeat that the conserva- 
tive Mr Willis Smith has inflicted upon Senator Frank 
Graham, in the North Carolina run-off for the Democratic 
nomination for Senator. Even the liberal Mr Graham’s 
opposition to the Fair Employment Practices Bill did not 
save him from a defeat which is a serious blow to Mr 
Truman. For Mr Smith is certain of election and, apar 
from the difference on Negro questions his views are 
indistinguishab‘e from those of the Republican opposition. 
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THE WORLD OVERSEAS 





Italy in Eu rope 


(From Our Rome Correspondent) 


] TALY’S presence at the conference on M. Schuman’s pro- 

posals has been compated by journalists to the part of a 
witness at a wedding, modest but not useless. In fact. Italy’s 
prime interest in coal and steel is that it should receive them 
as cheaply as possible. Home sources supply only about 
10 per cent of coal needs and the steel! industry, which 
depends traditionally on imports of scrap, produces less than 
the national requirements. Italy’s quick decision to join the 
pool has been blamed by the left who, in language not unlike 
that of British spokesmen, have complained that its practical 
workings are still quite inscrutable. But Count Sforza’s 
move was made not on economic calculations but in pur- 
suance of a political trend. There would have to be some- 
thing afoot particularly alarming for Italian interests—as, for 
example, if it were proposed to include Italy’s hydro-electric 
production in a pool administered by a cold-blooded inter- 
national authority—to moderate the eagerness of the Italian 
Government ‘to get in quick under the double incentive of 
improving Italy’s eligibility for international co-operation (it 
is still, by Soviet insistence, excluded from Uno), and of 
pursuing the European idea. 


Italy’s west European policy is assailed only by those on 
the extreme left, who regard the present Italian political 
structure as a “ restoration ” (1815 style), with the Atlantic- 
OEEC set-up as a Holy Alliance against “ progressive 
democracy,” and by those on the extreme right who, in the 
back of their minds (not very far back) cherish schemes of a 
Hitler-Mussolinian new order to redeem the world again 
from Bolshevism and Anglo-Saxon-Hebraic capitalism. A 
west Europe policy, whether it talks of minerals or of spiritual 
values, signifies for the Communists just American 
imperialism. The other extremists, monarchists, Fascists, 
and other nostalgici, progressively pooling their homesick- 
nesses in the nationalist fever that now rages horribly among 
the university and secondary school youth, also cry out 
against the De Gasperi-Sforza policy; but Britain, not 
America, is their special bugbear, and a Europe forming 
itself without Britain, but with the inclusion of a right 
wing Germany (and, who knows, Spain ?) would begin to 
look pleasant in their eyes. 


Resistance to Emigration 


The meeting of the extremes in their contempt for the 
policy of the parliamentary Republic is well illustrated by 
their attitude towards emigration. This question which, in 
view of the 400,000 annual increase of population, is naturally 
a burning one for the government, pursued through diffi- 
culties and disappointments by the dispatch of missions of 
inquiry to South America and by negotiations with potential 
receiving countries. (Italy has, in fact, disposed of 130,000 
persons by net emigration in the past year, but will go to 
the impending Geneva Conference with a powerful plea for 
more substantial outlets.) Such schemes are blasphemy to 
the Communists. The theory that it costs a given dose of 
investment to put a man into productive employment, and 
that the sum is not available in Italy from savings or pro- 
spective foreign loans, is regarded by them as valid only for 
Capitalist Italy. Communist Italy, enriched by the elimina- 


Lon of competitive wasie and of resultant social indisciplines, 
would, it is suggested, find ample means to reclaim its own 
internal deserts. The notion of an emigration outside the 
sphere of Italian sovereignty is likewise repugnant to the 
right wing (though the question is not prominently treated 
in their press). In the view of this group of movements it 
is monstrous “involution” of history that North Africa 
should not be available for the overspill of the Italian popula- 
uion carrying with it Italian sovereignty. 


Interest in the Forces 


Slated by both extreme wings, with the left proposing 
the alternative pattern of an eastward-tilted “ neutrality, ’ 
while the right calls up spirits from the troubled waters of 
the future, the foreign policy of the Italian Parliamentary 
Republic is, with one notable exception, no more than an 
elaboration of a determination to make the most of its club 
membership in western enterprises. There is nothing to 
distract Italy from single-minded attention to making the 
best of Marshall aid while it is on, and of any other American 
investment plan, under Point 4 or otherwise, when it is off. 


The needs of defence, as well as those of opulence, are 
pursued along the channels of the same system, for the 
immediate postwar mood of hankering for a disarmed 
neutrality has quite faded away. A great parade of the 
services on Republic Day in Rome recently produced a fine 
display of smart young manhood, but brought no really 
modern weapons before the eyes of the public ; nor did the 
air force put into the skies on that day the handful of British 
model jet planes which are its sole up-to-date equipment. 
The Italian chiefs of staff and the Defence Minister himself 
are now, however, familiar figures in Washington and at 
other sources of military supplies. They express themselves 
as satisfied that personnel is as free from weakening political 
infections as could be hoped in troubled times. Foreign 
observers give good marks for the use that has been made 
of the scarce materials which Atlantic Pact supplies are now 
gently augmenting. It may be noticed that Minister 
Pacciardi, himself a particularly conspicuous veteran anti- 
Fascist partisan, has proffered—evidently in the interests of 
military morale—a scheme to readmit veterans of the rebel 
(Mussolinian) Italian Army to pension rights for their 
previous service in the royal army. 


The one exception to this single-minded policy is the 
Adriatic problem. The ascription of a profound historical 
and cultural meaning to the preservation of Italy’s position 
at the north head of the Adriatic carries with it an altogether 
deeper emotion than that which was roused thirty years 
ago by the “drama” of Fiume, let alone the heady 
“passions” for such “unredeemed” lands as Corsica, or 
Malta. There is no question here of an Italian territorial 
claim upon which moderate men would be readier to com- 
promise than extremists. It is true that Trieste has for some 
generations been the breeding place of an immodest and 
unseemly Italian contempt for the Slavs, and that the flag- 
wagging magnates of Trieste are an embarrassment to Rome. 
None the less, the sense that Balkan uncouthness must at 
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some point be withstood and rolled back by a society based 
upon Italian civilisation is common to all Italians, and the 
Venetian styled cathedrals, piazzas, and palaces of the small 
towns in “ Zone B” are felt to mark the last line of such 
a defence. That Zara, Fiume, Parenzo, Rovigno and Pola 
should have been submerged in Slavdom is felt as more than 
bitter ; but that Italianism should be in the course of being 
bounced and bullied out of the small cities of Zone B is 
regarded by all Italy as monstrous. Even the Italian Com- 
munists, in the days when their Trieste brethren did full 
homage to Tito, made efforts to gain guarantees for the 
Italian “character” not only of Trieste and its close sur- 
roundings but of the Istrian cities. The torments in which 
these places are now living, both those in Zone B and those 
annexed outright to Jugoslavia are encouraging normaily 
sober Italians to con over the military equation that may 
exist in the Adriatic a few years hence. 


Relations with Tito 


Neither in the Italian circles of Trieste—except of course 
among the Communists, for whom this is dogma—nor 
seemingly in Allied military circles, is it accepted that there 
is any good prospect of Tito’s Jugoslavia becoming part of 
the west. Non-Communist Triestine maintain, it is true, 
that Tito draws his prestige largely from real or anticipated 
American economic relief. They argue that, were he told 
by President Truman to behave himself, Zone B could at 
once breathe again and might even be evacuated. Trieste 
Italians of all political shades are united in believing that 
Trieste constitutes an indispensable Anglo-American base, 
and is thus assured of a long western occupation. The belief 
does not appear to be shared at all by the representatives 
of the west on the spot, who conceive their task as one of 
leaving behind them a reasonably tidy and clear situation a 
short time hence. 


Only a Rome-Belgrade agreement could produce such a 
situation, and it may be remembered that a hard boiled 
agreement reached by Mussolini and Pasie in 1925, after an 
equally tormented period (in which, however, the local Slavs 
had then been the sufferers), settled affairs in the Julian 
March for a decade. The 1948 Tripartite Declaration on 
Trieste, too often misdescribed as a “ pledge” to give the 
whole zone to Italy, is best regarded as a strengthening of 
Italy’s arm for such a bargain. 


The drift of Italian policy, five years after the end of the 
war, is towards participation in a technocratic but socially 
traditional Europe, relieved by Christian Social stirrings. 
The trend is neither towards popular fronts of any descrip- 
tion, nor towards the social democracy of which Britain in 
1945 offered the model to a respectable cohort of Italian 
admirers. Italian politics have now taken the only shape 
that seems possible between the retreating tide of Com- 
munism on one side and the frothy but dangerous swirls of 
nostalgismo on the other. The British model is out of 
fashion, and so is Britain. The longdrawn and somewhat 
sullen British occupation of the African colonies ; the con- 
trast of British reticence with the easy going American and 
French readiness to treat the war as if it had never been ; 
and a certain satisfaction, in Italy, at seeing the “ five meals 
a day nation” go austere, tempered by suspicion that this 
is a hypocritical mask, have left the British almost without 
an overt friend or admirer in political Italy. The indictments 
of Jtaly’s conduct in 1943-44 contained in Lord Alexander’s 
dispatches, which are now being published, have brought a 
climax to British unpopularity which may lead to silence ; 
for it is boring to be always baiting the same John Bull. 


The kindest things currently said in Italy about England 
are to the effect that it is a lost leader in Europe. This 
should not be taken too tragically. The sense of historical 
process and of its wavelike movements is very strong amo 
cultivated Italians ; and it may be permitted to recall that, 


THE ECONOMIST, July 8, 1950 


a hundred years ago, Italian patriots thirsting for Italian 
Unity often accused slow moving Piedmont of blocking the 
path ; but it was necessary, for Italian union, that Piedmont 
should view the national aspiration first with stolid scepticism, 
then with stolid faith. 


Defenders of the Middle East—Iil 


Egypt 


[BY A CORRESPONDENT] 


On paper the Egyptian army is a force to be taken into 
serious consideration as a bulwark of Middle East defence. 
Unfortunately its efficiency is seriously impaired by its sub- 
servience to political factors and personalities ; its utility in 
any general regional scheme is nullified by its overweening 
contempt of the other Middle Eastern forces ; and its value 
as a potential partner in any western scheme is greatly 
reduced by a xenophobia which makes it utterly unreliable. 
This xenophobia is directed mainly against the British. 


Basically, the Egyptian Army has been built up not so 
much for the defence of Egypt as for the bolstering of 
Egyptian prestige and pride, and its senior officers are 
appointed on the basis of their political leanings rather than 
on their military qualities. Many good officers have been 
dismissed (and were for a time imprisoned), the seniors for 
becoming too popular and the juniors for being too inde- 
pendent. It is not liked by a number of politicians and 
economists because it is far too costly (it absorbs nearly 
one-third of the budget) ; and it is a double-edged weapon— 
a cause for some disquiet. 


The Army’s Record 


It must be emphasised, however, that could it be divorced 
from the baneful influence of politicians, and could it have, 
as many of its more intelligent officers would wish, closer 
contact with the British Army, the Egyptian Army could be 
a good one. It suffers from the severe handicap that is 
common to all Middle Eastern armies but Jordan’s Arab 
Legion and the Sudan Defence Force: it has no practical 
experience of modern warfare. On the other hand, in 
defensive roles it gave good service during the 1939-1945 
war (particularly in anti-aircraft and anti-submarine defence), 
and its record during the Palestine war was by no means 
as poor as it appeared, as there were extenuating circum- 
stances for some of its defeats. During the 1939-1945 war 
there were neither sufficient British instructors available nor 
space or facilities for training, which virtually came to an 
end ; and the British Mission departed soon after the end 
of the war. By the time the Palestine Mandate occurred 
the Egyptian Army in equipment, training and even morale 
was probably at its lowest ebb. The then Chiefs of Staff, 
and indeed the Prime Minister (Nokrashy Pasha), were aware 
of this disadvantage and opposed sending the army into 
Palestine ; but they were overruled by the Palace. The 
King was singularly ill-advised and, it appears, badly mis- 
informed by the men around him. Once the army was inside 
Palestine the British rendered Egypt a further disservice 
when, at the instance of the United Nations, they placed an 
embargo upon the despatch of arms and ammunition, thus 
leaving the Egyptian Army not only without those modern 
weapons which, under the terms of the Anglo-Egyptian 
Treaty they believed they had a right to expect, but also 
without effective ammunition for the few pieces of artillery 
they possessed. Egypt was indeed forced to the expedient 
of trying to manufacture fuses for 25 pounders in a garage 
just outside Cairo ; it did not make so bad a job of it. 


At the time of the Palestine-war the Egyptian Army 


numbered between 25,000 and 30,000 badly trained and 
poorly equipped men. It was entirely lacking in armour ; 
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it had not a single tank and its transport was obsolete British 
Army material, not particularly well serviced or maintained. 
Its losses were fairly heavy. After the end of the Palestine 
fighting, large-scale reorganisation was immediately put in 
hand, and now the deserts around Heliopolis and Almaza 
are a hive of activity. At first nothing ambitious was possible 
as the arms embargo was still in force. Training, therefore, 
consisted of basic drilling and unarmed courses and lectures. 
But the size of the army was gradually increased to around 
§o.000 men and these are slowly being equipped with 
modern weapons of British manufacture. During the arms 
embargo much money was spent on purchasing miscellaneous 
equipment from various countries, principally Italy ; but this 
has all proved almost entirely useless. Egypt’s original plans 
were too grandiose and too expensive ; they called for two 
armoured divisions and a total army of 125,000 men. So 
far only two or three brigades are fully armoured. Egypt 
possesses 100 Sherman tanks, 100 Sherman tanks without 
guns for training purposes, and is buying Centurions—the 
latest and largest British tank which cost £50,000 apiece. 
The target is now an army of 100,000 and this will probably 
be reached within three years, during which it is planned 
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io spend £E1§0 million on the defence services. Factories 
for the manufacture of small arms and ammunition (“ in case 
Britain lets us down again”) have been erected ; although 
there is difficulty in obtaining raw materials, these are already 
in very small production. The Royal Egyptian Air Force 
is also being extended and here, as was to be expected, the 
emphasis is now on jets, of which only the first few of a 
consignment that is said to be going to number 100 have 
so far been delivered. At present only a few Egyptian pilots 
are able to fly these high-speed aircraft and a number of 
British pilots (in civilian clothes) are doing the job—although 
this fact is most carefully concealed from the Egyptian public. 
The Navy, too, has been increased by the purchase of two 
old British destroyers, some frigates and some miscellaneous 
craft, but it is still small. 


Inadequate Officer Training 


The Egyptian has long had the reputation of being a good 
but uninspired fighting man—provided that he is well led. 
But while there has undoubtedly been considerable improve- 
ment in the general standard of Egyptian officers, it 1s 
doubtful whether their training, received now almost entirely 
inside Egypt and supervised by other Egyptians, is good 
enough to turn out the right type of officer to lead a fighting 
army. Certainly their General Staff, from which one officer 
a year is sent to Camberley for a short course, would be 
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quite unable to direct serious operations. The remedy of 
integrated ‘training with British forces could be effected were 
It not for political difficulties. It would undoubtedly be 
welcomed by far more Egyptian officers than any Egyptian 
can publicly admit ; it is worth noting that combined Anglo- 
Egyptian manceuvres held some months ago in the Canal 
Zone were highly successful. Already there is little doubt 
that the Egyptian Army is capable of taking over the defence 
of the Suez Canal, but it must be remembered not only that 
the Canal has entirely lost its value in time of war but that 
the British base in the Canal Zone is not there for the 
purpose of guarding the Canal ; it is an indispensable bastion 
of defence over a very much larger area. 


Relations with the British 


_ How does the Egyptian Army fit into that picture? On 
its Own, not at all: it is a misfit. In conjunction with a 
British or Allied army, reasonably well, but with one vitally 
important reservation. In the matter of security it 
would be impossible to place any reliance upon Egyptians. 
Their security machinery is modelled on the British ; but, 
although thorough, it is completely ineffective. Many of 
them, whether from dislike of the British or of the west 
generally, or from mistaken notions of nationalism, or from 
ordinary corruption, cannot be trusted. The last war, during 
which Cabinet Ministers conveyed Allied military secrets to 
the Italians, shows how high this untrustworthiness goes. 
On a lower level, executive rank in any branches of the 
security administration has provided admirable opportunities 
for working off old grudges ; for instance, many harmless 
Jews and alleged Communists have wantonly been placed 
behind barbed wire. Certainly the Egyptian official’s job is 
not easy ; it is well known, for example, that Israeli officers 
have entered Egypt on their ex-passports, some of them 
British—backed by their respective Embassies or Legations 
—for visits that Egypt naturally sees as espionage. In short, 
the new Egyptian Army will be the most powerful force in 
the Middle East—except for the Israeli Army—but its utility 
to anybody but its own country depends on a change of heart 
amongst all Egyptians who matter. Relations between the 
British Army and the Palace are easier today than possibly 
ever before, but those with the Government are disappointing. 
There is still a large section of the more educated community 
which is fundamentally and bitterly anti-British. The 
Egyptian Press is venomously so and misrepresents every 
British action. Yet Egypt’s, and the Egyptian Army’s, place 
in the world at large, and even in so small a sector of it as 
the Middle East, depends upon a realisation that there are 
other countries in the world than Egypt and other, and 
greater causes than Egyptian nationalism. 


For Cultural Freedom 


[FROM A CORRESPONDENT] 


Tue British press paid scant attention to the Congress of 
Cultural Freedom that met in Berlin last week. Yet the 
meeting was an event of considerable significance ; it marked 
or, at least, reflected a turning point of the western counter- 
attack in the “cold war.” 


The delegates included some of the best known writers 
and political thinkers in Europe and America ; Silone, Jules 
Romain, André Philip, David Roussaye, Carlo Schmidt, Jakob 
Altmayer, Eugen Cogon, Haakon Lie, de Rougemont, James 
Burnham, Sidney Hook, Irving Brown, and James Farrell, 
to name only a few of the hundred and more who took part. 
The British delegation consisted of Herbert Read, Arthur 
Koestler, Hugh Trevor Roper and A. J. Ayer on the literary 
side ; Harold Davies, Labour, and Christopher Hollis and 
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Julian Amery, both Conservatives, on the political. Ernst 
Reuter, once a leader of the German Communist’ party and 
now the Social Democrat Burgomaster of Berlin, was host to 
the Congress. The appointment, as secretary-general, of 
Melvin Lasky, the editor of Berlin’s American-owned review 
Der Monat, suggested United States sponsorship. 


To hold a Congress of Freedom in Berlin was, in itself, a 


gesture of defiance. The delegates, however, assembled in no 
defiant mood. Most of them were of the left ; some had only 


recently broken with the Communists; and many were 
attracted to the fashionable conception of neutrality in the 
“cold war.” One of them, Professor Thirring, had even 
come prepared to read a paper condemning American 
“atomic diplomacy.” The first reports, moreover, of the 
Communist attack on Korea had only increased the general 
sense of insecurity and impotence. 


These things raised grave doubts about the outcome of the 
Congress, doubts which the opening sessions did little to 


dispel. Many lengthy papers were read. Some were eloquent 


and interesting ; but it was not far wrong to summarise them 


—as did one commentator—as “ Hot air in the Cold War.” 
Then, on the Tuesday evening, came the news that the 


United States would implement the resolution of the 
ecurity Council and defend South Korea against aggression. 


Europe’s New Conflict 


To some the news brought relief that Korea would not be 
another Munich. In others, especially those on the left, it 
revived the old faith in collective security. In others still it 
aroused only fear of war. But the fortune of the Congress 
was made. The real issue before the delegates had been 
crystallised. They could not ignore Korea ; they would have 
to take position for the American initiative or against it. The 
first straw in the wind was an announcement that Thirring 
would not deliver his attack on the United States after all. 
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Total Tyranny or Relative Freedom 


The session of Wednesday afternoon opened in a charged 
atmosphere. Arthur Koestler read a paper which formed the 
centre of the debate. A few brief quotations will show it; 
tendency. 


The antinomies, “ Socialism and Capitalism,” “Left and 
Right,” have today become virtually empty of meaning. .. . 

Socialists have always . . . preached internationalism... . 
Yet the victory of British Socialism has not abolished 
British isolationism but has, on the contrary, strengthened 
Baines 

The alternative is no longer nationalisation or private 
economy in the abstract; the real problem is to find the 
proper balance of state ownership, control, planning and 
free enterprise. And the search for this... is not an 
abstract but an empirical pursuit. . 

While the majority of Europeans is still hypnotised by the 
anachronistic battle cries of . . . Capitalism and Socialism, 
history has moved on to a new alternative, a new conflict 
.. . total tyranny against relative freedom. 


Most continental Social Democrats still regard themselves 
as Marxists ; and Koestler’s suggestion that the meaning < 
Marxism had withered away aroused a wave of instinctive 
opposition, There was an element of resentment too— 
resentment that they should be taught this lesson by an ex- 
Communist. Koestler’s attack, moreover, on the British 
Labour party stirred a latent sense of Socialist solidarity. 
Haakon Lie, André Philip and others rose to defend the 
orthodox Socialist position and to make the most of their 
differences with the parties of the right. Nor were matters 
improved by a brilliant but provocative speech by Franz 
Borkenau — like Koestler, an ex-Communist — hailing 
America’s atomic supremacy. It seemed, for a moment, as 
if the rights and wrongs of Koestler’s argument would b: 
obscured by the emotions which it had aroused. 


This crisis in the session coincided with the arrival of some 
of the British delegates, who had been kept back in London 
by the debate on the Schuman plan. Julian Amery tried & 
explain that, despite sharp differences over the Schuman plan, 
both parties in Britain supported the movement for European 
unity. He also stressed British solidarity with the American 
initiative in Korea and denounced the idea that there could 
be neutrality in the conflict between east and west. None 
of this was directly relevant to the academic argument under 
discussion, but it helped to bring the delegates back to 2 
sense of reality. That a British Conservative should stress 
British unity on foreign policy calmed the resentment aroused 
by Koestler’s attacks on the Labour party, The debate now 
continued in a calmer mood ; and, by the end of the evening, 


it seemed clear that the Congress had more or less accepted 
Koestler’s conclusions. 


No Support for Neutrality 


This impression was confirmed next day by the final 
resolution issued by the Congress. It contained three 
declarations of major importance. First, that there could be 
no compromise between totalitarianism and freedom. This 
was a plain rejection of any form of collaboration or united 
front with Communism. Second, that the practical pursuit of 
totalitarian policies was intolerable. This was a return to 
Robespierre’s slogan “no freedom for the enemies of free- 
dom” and implied support for legislation directed agains: 
Communist activity. An attempt to go still further and 
outlaw totalitarian ideas, as distinct from action, was wisely 
and successfully resisted by the British delegation. Last, 
and most important of all, was a plain declaration that there 


could be no neutrality in the conflict between Communism 
and western principles. 


The congress concluded its labours by electing a permanent 
committee. Its members are to meet in Paris in the autumn 


to plan the next step in what is envisaged as the west’s reply 
to the Communist Peace Campaign. 
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British Industry uses Mouldings 
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G.E.C. television cabinet, weight 7}[b., 
moulded inone piecein BAKELITE mate- 
rial at the Witton Moulded Insulation 
Works of the General Electric Co. Ltd. 
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—in BAKELITE materials 


to be sure 


Television and BAKELITE Plastics have 
more in common than this cabinet. 
As in all other industries, 
manufacturers in the television world 
are finding that BAKELITE materials 
can improve components, lower 
costs and speed up output. 

BAKELITE Technical Service will 
gladly advise you. 


BAKELITE PLASTICS 


TRADE MARK 


Se rreereeresscrreeresnsuenaesnermsseecneend eeeeee 
BAKELITE LIMITED - 18 GROSVENOR GARDENS - LONDON SWI - PHONE: SLOANE 9911 
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Inert Gases 


Over 99% of the air we breathe is a mixture of 
oxygen and nitrogen. The remaining 1% contains, 
in addition to the carbon dioxide which we breathe 
out, no less than five other gases. Though these 
were not discovered until recently, as long ago as 
1785 the English chemist Henry Cavendish noticed 
that a fraction of the air differed from both oxygen 
and nitrogen. Thisobservation was confirmed more 
than acentury later when an English physicist, Lord 
Rayleigh, discovered that nitrogen extracted from 
the air was heavier than nitrogen obtained from 
ammonia. Working together in 1894 Lord Rayleigh 
and Sir William Ramsay found that the difference 
was due to a gas which later they named argon— 
a Greek word meaning lazy — because of its reluc- 
tance to combine with any other chemical sub- 
stance. In the following year Ramsay discovered 
another gas by heating the mineral cleveite. He 
proved that this was helium, an element which in 
1868 Lockyer had observed in the sun. Shortly after 
Ramsay’s discovery it was confirmed that helium 
existed in the earth’s atmosphere also. Finally in 
1898 Ramsay and his colleague Travers fractionat- 
ing liquid air discovered three other gases which 
they named krypton, xenon and neon. Called the 
“inert” gases because of their characteristic chem- 
ical laziness, these elements have many practical 
uses today. 

Helium is used in airships and in deep diving appar- 
atus. Argon, afilling for incandescent electric bulbs, 
is now used in certain welding processes. Krypton 
and xenon are used in photographic flash lamps, 
and neon, together with certain of the other inert 
gases, in the brilliant electric signs that bear its 
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HOW MUCH DO YOU KNOW? 





4 Ar | a Le ‘' 
What is the plate 
a plate-layer lays? 
ARLY railway tracks were made with flanged metal plates. 
The men who did the work were called “plate-layers”, 


and the name has stuck although steel development has 
revolutionized our methods of railroad construction. 


WHY does Britain lead with jets ? 


A jet engine works essentially by 
sucking in air at the front, com 
Ko pressing it, compressing it still 
= further by burning it, and then 
forcing it out at the other end 
British scientists and steelmakers 
gave reality to the inventor’s dream 
They made the first steel in the 
world that could stand up to heavy 
Stress at over 1,000 Fahrenheit 
red heat. Every year steel firms 
individually and through — their 
research association are spending 
over £2,000,000 on research. 


WHY are ships made of steel ? 


Because steel is strong. It is so 
strong in fact that if the Queen Mary 
could be reduced to ten feet long her 
hull plates would be thinner than the 
paper on which this is printed. The 
first steel ship to cross the Atlantic 
was Clyde built, and the low price of 
British ship plates helps us to remain 
the world’s leading ship-builders. 








In research 


and development 


per 
STeel 





HOW much coal to make 
a ton of steel ? 
Between the wars the coal needed well 
to make a ton of finished steel was | 
reduced from over 60 cwt. to 41 cwt. 
It is now down to 37 cwt. Develop- 


ment and research by the Steel industry enabled us to make nearly 
700,000 tons more steel in 1949 with less coal than in 1948. 


is serving you 
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THE BUSINESS WORLD 





The Coal Board’s Profits 


tT HE Nottinghamshire miners’ secretary, who accused 

the National Coal Board this week of “ making too 
much profit,” was in one way attacking the principle of 
national management of the coal mining industry. If 
in the days before nationalisation (said Mr Herbert 
Booth at the mineworkers’ annual conference) the miners 
had learnt that their leaders were letting the owners make 
1§s. profit on every miner’s shift “they would have 
hanged every leader there was.” It is true that the board 
is making a handsome profit (gs. 53d. a ton in the last 
quarter of 1949) on Nottinghamshire coal ; this is the 
most profitable of the British coalfields. In other fields 
the board is still accepting severe losses—in Northum- 
berland 1s. Id. a ton in the same quarter, in Cumberland 
7s. 3d. a ton, in the small field of Bristol and Somerscit 
16s. a ton. The good pits are paying to keep the bad 
pits in business, and the report for 1949* makes it suffi- 
ciently clear that the schemes of reorganisation and 
development have still a long way to go before produc- 
tion is entirely concentrated in pits that can pay their 
way. In 1949 “the profitable collieries made a total 
profit of £50 million while others incurred losses 
totalling £20 million.” 


On balance, however, the board did make a hand- 
some profit last year. Its collieries, having some 
§.000,000 tons more coal to sell than in 1948, earned 
{481,208,246 in pithead proceeds ; this was an increase 
of nearly £20 million on the preceding year, and the total 
of colliery costs, at £451,789,914, was only {5,600,000 
up. Thus the operating profit of the board’s collieries 
amounted to £29,400,000, and the figures for various 
ancillary activities brought the operating profits for the 
vear to £31,136,700. After providing for compensation 
for loss of office (£800,000) and setting aside £4,000,000 
for the supplementary scheme for workmen’s compen- 
sation and {3,500,000 for taxation, the board was able 
to pay the interest and interim income due to the 
Ministry of Fuel and Power and still show a surplus of 


{9.466.813 on the year. 
* 


The need for such a surplus goes back to the first 
unhappy year of the board’s life, when it made a loss 
of more than £23 million, most of which was still out- 
standing at the beginning of 1949: 

The surplus of £9,500,000 on the year’s operations in 1949 
has been used to reduce the deficit of £21.8 million with 
which the board began the year. The board’s object is 
before the end of 1950 to make good the remaining £12.3 
million of ir deficit and then to start building up a 
reserve against more difficult times. 

The programme seems, then, to envisage a series of stiff 
annual profits to strengthen the board’s position when 
“more difficult times” arrive. There are, however, 
snags in such a programme. Will the mineworkers 
exercise patience and restraint while the board makes a 








* National Coal Board: Annual Report and Statement of Accounts 
lor the year ended December 31, 1949. H.M.S.O. 7s. 


series of stiff profits ? It needs to be remembered that 
the profits will have to come mainly from a few successful 
areas, where (Mr Booth’s remarks about hanging suggest) 
forbearance may not prove to be unlimited. 

But there is another snag. The board was able to 
sell its coal for export last year at prices about {1 a ton 
higher, on the average, than the prices ruling in the 
British home market. Since exports and foreign bunkers 
amounted to 19,245,000 tons, it is easy to see that with- 
out this bonus, and assuming an unchanged home price 
level, a fairly heavy deficit would have taken the place of 
last year’s surplus. The board has so far been success- 
ful in defending its price policy against European and 
American attacks, but the attacks have been determined 
and in a certain way sincere, and there is little doubt that 
they will continue. The issue of dual price policies has 
been a diplomatic liability to Britain in the past year : 
whether the liability is worth bearing for the sake of 
£{1§ million a year in hard cash is a matter of opinion. 
The board maintains that it could have got still higher 
prices for its exports, but that the risks of loss of good- 
will would have made it a mistake to do so. 


Thus it concedes that intangible factors do set a limit 
to the policy of making the foreigner pay. Further, the 
international market will not always be so favourable, 
and the board in its cautious estimate of its own financial 
position shows some awareness of this fact. 


* 


The whole question is a difficult one ; no clear and 
obvious line of conduct stands out. As the board points 
out, its export prices, though higher than British home 
prices, were competitive in relation to the prices charged 
by other suppliers, and indeed the scarcities that still 
existed would have enabled it to charge more. Further, 
the effort to expand coal output tends to raise costs: 

To maintain a sufficient production to supply the demands 
of home users and still export a large tonnage of coal the 
board had to resort to extensive overtime working in the 
pits and many old and inefficient pits where costs are high 
were kept in operation. 

The flaw in this argument is that the export trade— 
though it is certainly of benefit to Europe—is not under- 
taken out of pure benevolence ; the export connection 
is a trading asset that the board presumably wants to 
build up and foster against the day when the home 
market may not be able to take its entire output. The 
prices now charged may, in the given circumstances, be 
right or wrong. What can hardly be questioned, however, 
is that the board needs to be in a position to reduce its 
export prices as competition becomes sharper in the 
European coal trade. 


Is the board in such a position today? Various 
passages in the report suggest that it may not be. It 
has the 1947 deficit to wipe off ; to provide against bad 
vears of the future, it feels obliged to set about forming 
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a nest-egg as soon as this is accomplished. These 
obligations arise from the clause in the Act that lays 
down that policy shall be directed to securing that 
revenue shall cover outgoings “on an average of good 
and bad years.” Reasonable as the principle is, it can 
perhaps be doubted whether its authors foresaw the 
situation that forced the board in 1947 to incur a 
huge deficit in its first year by pursuing the goal of 
higher output at any cost. Even had this been foreseen, 
who would then have supposed that the deficit would 
have been made in effect a charge on the export trade 
alone ? But even today the cost of supplying home 


‘.requirements is not being fully met by home earnings. 


x 


To suggest that the board is unaware of its dilemma 
would be unfair. Its prosperity is precarious and its 
freedom of movement is limited. Its one hope of 
gaining real freedom of movement lies in a reduction of 
the costs of producing coal. Clearly the scope for 
reducing costs is limited by the obligation that still lies 
on the board to expand output at the same time ; and the 
report for 1949 is in substance an account of the efforts 
made to move in both these directions at once. In the 
event the board achieved an increase in output of 
5,000,000 tons—enough to prevent any critical 
shortage, but less than had been hoped and much less 
than could have been sold. At the same time it 
managed to bring costs down by an average of slightly 
over 6d. a ton—the first reduction since before the war. 


The report shows how the increase in output was 
reached : ies 
Million tons 





of output 
Greater output per man shift at coal face +6.7 
Increased number of face workers ... +2.3 
Fewer working days... a << 
Less regular attendance pee .. —18 
Net increase in output ... ke ss +50 
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The industry lost, on balance, 17,400 men during the 
year ; but it succeeded in increasing the proportion of 
face workers, and over the year more men were at work 
at the face than in 1948. 


Indeed, while the board has to admit the failure of 
its efforts to maintain (or even to stem the decline of) irs 
labour force, it does claim that because of measures to use 
the labour to better effect “the result was not so 
damaging to the industry as it might have been.” [ts 
immediate problem was, in fact, less the shortage of men 
than the fact that many men were employed in the wrong 
part of the colliery (usually, too far from the face) or 
even in the wrong part of the coalfield ; and some, it 
seems evident, were the wrong men. “ The shortage of 
manpower was no reason for keeping men in the industry 
who were, for one reason or another, unsatisfactory.” 
Therefore some 8,000 men were dismissed for such faults 
as persistent bad attendance or undisciplined behaviour ; 
this was 3,100 more than in 1948, and clearly the firmer 
attitude towards discipline must have contributed to the 
shrinkage of the labour force. The board insisted on 
transferring many fit workers from the surface to under- 
ground work, and dismissed some who would not go. 


In its recruiting it tried to insist on quality—accepting, 
in the south of England, only 65 per cent of the men 
who came forward—and this attitude influenced the deci- 
sion to ask for the removal of the “ ring fence.” The 
regulation that prevented the men from leaving the 
industry “ was keeping in the industry some men they 
did not need and was keeping some good people out.” 
The difficulties that have resulted in part from a tougher 
labour policy are not trifling, and may still become a 
Serious embarrassment ; the wastage of men has gone 
a long way since the beginning of last year. But without 
such a policy, either the increase in output or the reduc- 
tion (slight as it is) in costs would have been impossible ; 
the two could not have been achieved together. Nor, 
indeed, would the effort to get cleaner coal have had 
much chance of success. Dirty coal can only partly be 
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dealt with by installing new plant; the remainder of 
the cure must come from better discipline in the pit. 


* 


Schemes of technical improvement—sometimes costly 
schemes—nave been known to give disappointing_results 


~*- 


NaTIONAL COAL BOARD—SUMMARISED FINANCIAL RESULTS 
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because the economies in labour that they made possible 
have not, when it came to the point, been carried oi. 
This report gives a number of instances in which 
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improvements have in fact led to savings of labour, 
Increases in productivity, and reductions in cost. Since 
a new mine, or even the reconstruction of an old mine, 
may take something approaching ten years before it 
begins to yield full results, the improvements that 
have taken effect so far are mostly of a limited kind. 
Thus at Markham in the East Midlands division the 
workings were concentrated and trunk conveyors were 
installed, and 100 men were released for face work ; in 
one seam an improvement in the roof conditions was 
followed by an improvement of 41 cwt. in output per 
manshift. At Harworth the installation of cutter-loaders, 
the extension of the trunk conveyors, and a reduction 
of the number of loading points released about 40 haulage 
men for the face and enabled OMS to be increased by 
32 cwt. The closing of the Bonds Main Colliery led to 
a saving of some £100,000 a year, and the consequent 
transfer of 257 men to more productive pits in the same 
coalfield led to an estimated gain of 20,000 tons a year 
in output. At Heworth (East Durham) a modification to 
a winding engine enabled winding to be concentrated at 
one shaft, the labour of 41 men to be saved, and OMS 
to be increased by 24 cwt. These are random examples. 

The industry’s progress depends, on one side, on a 
multitude of relatively small improvements of this kind 
—and on the skill and resolution with which they are 
made effective in terms of higher productivity and lower 
costs. On the other side it will depend on the long-term 
reconstruction and reorganisation of the coalfields, the 
main plan for which is believed to be now substantially 
complete. The success of these two major operations 
taken together will in the long run determine the scale 
on which the mining industry in Britain is to survive. 


Business Notes 


Sterling Area’s Dollar Surplus 


A further and unexpectedly good recovery in the 
British gold and dollar reserve occurred in the second 
guarter of this year. During this period the sterling area’s 
net gold and dollar surplus amounted to $180 million com- 
pared with a surplus of $40 million in the first quarter 
and a deficit of $632 million in the second quarter of 1949. 
Receipts under the European Recovery Programme 
amounted to $240 million in the second quarter, while $18 
million was drawn in the same period on the Canadian 
credit. These three items make up a total of $438 million 
which went to strengthen the gold and dollar reserves, 
carrying their total on June 30th to $2,422 million, a figure 
that compares with a low point of $1,340 million reached 
immediately before devaluation. The increase in the gold 
and dollar reserves has been such as to drain the sterling 
resources of the Exchange Account, and the Chance lor 
of the Exchequer announced this week that, in order to 
replenish these resources, he was issuing a further £300 
million to the Account from the Exchequer. This will carry 
the existing borrowing power of the account to £875 million. 
At current rates of exchange the gold and dollars in the 
account amount to £865 million, but since well over half 
these reserves were acquired in sterling before devaluation 
at the lower gold price, the available margin of sterling 
resources is far greater than the £69 million indicated by 
the difference between these two totals. The unexpended 


‘terling resources are, of course, re-lent to the Treasury 
égainst “tap” Treasury bills. 

The continued recovery of the reserve and the main- 
tenance of a net dollar surplus by the sterling area for a 


second consecutive quarter are reassuring and welcome 
developments. The further the distance from devaluation, 
the less becomes the effect of the “ once-for-all factors ” 
such as the reflux of funds that helped the recovery of the 
reserve in the immediate post-devaluation period. There 
may, however, be some elements of impermanence even in 
the more permanent influences that helped the sterling area 
to earn a larger dollar surplus last quarter. 

The Chancellor pointed out that the chief factor has been 
the continued high level of demand for sterling area pro- 
duce in the United States. In that context it should be 
noted that, accompanying the increase in the reserve, there 
had been an increase in the United Kingdom’s short term 
liabilities in recent months, particularly to other sterling 
countries. The rise in raw material prices has greatly 
benefited dollar earnings, and the cautious Treasury view 
is to anticipate some reaction in these prices after their 
recent upward trend. Events in the Far East may, how- 
ever, provide a new stimulus to the inflation of commodity 
prices and lead to an expansion in overseas expenditure by 
the United States that will have a marked effect upon the 
dollar balance of payments of the sterling area. 


+ * * 


Reduced Dollar Expenditure 


The chances of a continued dollar surplus for the 
sterling area are more assured on the expenditure than 
on the revenue side of the balance of payments, The out- 
lay on dollar imports by the whole sterling area is now 
running well below the limits imposed before devaluation. 
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The effects of devaluation on comparative prices have 
reinforced the import policies decided in the summer months 
of 1949, and the proposed 25 per cent cuts have been more 
than realised. Other factors in the improved situation have 
been the continued high level of invisible earnings of the 
United Kingdom, the welcome, though still moderate, 
increase in direct British exports to the United States and 
Canada and the larger gold imports from South Africa, 
in consequence of the new arrangements whereby gold 
is paid for South African imports of certain categories of 
essential goods for which universal open licences are issued. 
Only a fraction of the increase in the gold and dollar reserve 
in the past quarter has been attributable to a narrowing of 
the gap between dollars expended by Britain on Marshall 
aid goods and the subsequent reimbursement of these 
expenditures by ECA. The hidden reserve represented by 
this lag amounted to $75 million at the end of March. 
Towards the end of June it had narrowed to $71 million ; 
in effect, therefore, $4,000,000 was shifted to the visible 
and declared reserve. 

Although the gold and dollar reserve has now recovered 
beyond the level of $2,241 million at which it stood on the 
eve of the European Recovery Programme—the oft declared 
minimum level—the need for its further strengthening is 
self evident and was again stressed by the Chancellor of 
the Exchequer on Wednesday. The bulk of the recovery 
in the reserve since September, 1949, has been duc, as the 
appended table shows, to the receipt of ERP dollars. That 
is a source of revenue that is dwindling rapidly and 
will come to an end two years hence. There ts, in fact, 
a danger that, given the way in which these gold and dollar 
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Backes } +40 | Be ee ae 296 1,984 
RS | +180 See obs 240 +438 2,422 


reserve figures are presented and explained by the respon- 
sible Ministers, this source of revenue may be turned off 
more rapidly than the position warrants. At no point did 
the Chancellor’s statement imply that the receipt of assist- 
ance from the United States might in any way have helped 
the sterling area to achieve its welcome and creditable 
surplus with the dollar world. The two were kept in water- 
tight compartments and the erroneous impression may thus 
have been created that the Marshall dollars went straight 
into the reserves. That is certainly how economy-minded 
Congressmen will interpret the facts—thereby reaching the 
unwarrantable conclusion that Britain is no longer in need 
of any assistance from the United States. 


* * ¥* 


First Quarter’s Surplus 

The Exchequer return for the first quarter of the 
financial year is a notoriously poor guide to the prospect 
for the full year, but if this reservation is borne in mind, 
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the figures issued at the end of last week can be regarded 
as reasonably reassuring. Ordinary revenue, at {768.8 
million, was £12 million more than in the first quarter of 
1949-50, whereas for the full year the Chancellor envisaged 
a decline of £26 million. On the other hand, ordinary 
expenditure—expected to rise over the twelve months by 
nearly £80 million—has in the first quarter contracted by 
nearly £29 million, to £727.7 million (including £2,500,000 
for sinking fund). In consequence, in these three months 
there has been a net “ above-line” surplus of £41 million, 
whereas in the first quarter of 1949-50 revenue and expendi- 
ture were almost exactly balanced (at just under {757 
million). It should be noted, however, that the performance 
of revenue owes a good deal to the three special items— 
surplus war stores, receipts from trading services and Mis- 
cellaneous receipts. The Chancellor envisaged a decline in 
receipts from these three sources by £15 million in the ful! 
year, whereas in the first quarter they have gained nearly 
£5,500,000. Among the more normal sources of revenue, 
profits tax and EPT have failen by £17 million—more than 
half the decline expected for the twelve months. On the 
other hand, excise receipts, expected to rise by £6,800,000, 
have in the first quarter risen by £12 million. 

“ Below-line ” expenditure, taken as a whole, seems to 
have been reasonably in line with the estimates. Its net 
amount was {107 million, compared with £170 million in 
the similar period last year—a difference almost exactly equal 
to the special non-recurring payment of £6245 million made 
early last year on account of war damage to public utilities 
If this special item is excluded from the reckoning, total 
“ below-line ” expenditure was expected to rise in 1950-51 
by about £30 million whereas it is so far approximately 
stable—despite the fact that loans to local authorities (mainly 
for housing) have already risen by no less than {19 million 
compared with a budgeted increase of only £7,000,000 for 
the full year. This increase has so far been offset, however, 
by the fact that purchases of cotton have required no further 
net new finance (in the first three months of 1949-50 they 
required {115 million) and by a reduction in other wat 
damage payments. The upshot of the quarter’s experience 
was an overall deficit of £66 million, compared with {181 
million in the similar period last year. 


* * x 


Subsidising Film Production 


The Government has been under pressure for a long 
time to subsidise the producers of British films by means ol 
a levy on exhibition, to be accompanied by remission ol 
Entertainments Tax. It has always given sound and intelli- 
gible reasons why it would not do such a thing, and the 
Plant committee supported its attitude with arguments that 
have not been refuted. Why, then, has the Government 
changed its mind ? It has decided in favour of the levy and 
the subsidy, while (of course) keeping the remission ol 
taxation to a bare minimum. In doing so it has turned its 
back on the rational approach to reform of the film trade 
that was embodied in the Plant report—the approach that 
seeks to create healthy trading conditions in which film 
producers might survive by their own exertions. 

Mr Harold Wilson outlined the new scheme to the 
Commons last week. The Treasury has decided to give up 
some {£300,000 in Entertainments Duty on the cheap seais. 
On the dearer seats the trade is to be permitted to charge 
an extra penny without incurring heavier duty, and on seals 
dearer than 3s. 9d. “ special provision ” will be made. While 
not all the details have yet been made clear, the calculation 
is that the exhibitors ca by these means increase their total! 
earnings by some £3,000,000 a year if attendances remain 
constant. Half of this they can keep for themselves ; the 
other half they will be expected to pay through the Customs 
and Excise authorities into a central pool in the form of a 
levy of a farthing a seat. Administrators, whose names have 
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yet to be published, will distribute this money te the pro- 
ducers of British films shown during the year, in proportions 
related for the most part to the box-office earnings of the 
films. 

The decisive event that induced the Government to involve 
itself in this tangle was, apparently, an expression of willing- 
ness by the exhibitors to collect the extra penny from the 
public in the dearer seats, and to pass some of it 
on, provided that the tax scales were stretched to 
permit this to be done. Thus, while the Revenue is to 
contribute £300,000, the cinema-goer is to contribute an 
additional £2,700,000. He is, in effect, to pay a second tax 
levied not by the Government but by the trade. Thus he 
will be supporting the British film producer whether he goes 
to see British films or not ; in the present situation some 
three-quarters of the total levy will arise in fact from the 
showing of American films. 


* * * 


Film Finance and Policy 

As one slightly soured member of the trade observed, 
there is only one certainty about collections of money for 
British film production, and that is that the money will 
eventually be lost. While the process is going on and devices 
are being found to make the scheme werk the film exhibitors 
and renters, the producers, the Government, and not a few 
lawyers will no doubt be busy. But what of the cinema-goer, 
whose attitude may prove important in the long run? If he 
does not want to pay the levy, his only remedy will be to 
stay away from the cinema altogether. Unless he stays away 
the exhibitor will have no option but to take his penny, 
because, though the scheme is officially “ voluntary,” the 
trade associations have agreed to it and means of enforce- 
ment are already being informally discussed. The Govern- 
ment may or may not decide to make the payment of the 
levy a statutory obligation on the exhibitor ; if it does not, 
powerful means of pressure are still at hand, including 
perhaps the incorporation in all film hire contracts of an 
undertaking to pay the levy. 

Whatever its final detailed shape, the scheme in the broad 
outlines explained by Mr Wilson will now inevitably take 
is place in the custom and practice of the trade, and no doubt 
—like so many other official money-raising efforts—it will 
persist long after its original purpose has been frustrated or 
forgotten. Is it to take the p!ace of a policy for the British 
film industry ? It would seem so. The President of the Board 
of Trade has spoken more than once of the need for such a 
policy—“ the more fundamental attack which will have to 
be made on the problems of the industry,” as he described it 
in April. Last week’s debates, in which the affairs of the 
National Film Finance Corporation were reviewed and the 
Bill to extend the borrowing and lending powers of the cor- 
poration was given its second reading, had been widely 
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expected to provide the occasion for a more fundamental 
statement. 


* 


_ Instead, the President contented himself with more expres- 

sions of hope that the film industry will yet “float itself off 
the sandbank on to which it had drifted.” The Film Finance 
Corporation is to help the floating with an additional 
£1,000,000. As the corporation’s work stands at the moment 
there is no particular justification for refusing this money. 
But the situation should cause no satisfaction, and it is 
disturbing to find the comp!acent assumption persisting that 
a self-supporting film production is still just around the corner 
—that a stopgap is all that is needed and, given a little more 
time and a little more of the taxpayer’s money, the industry 
will right itself. Can this really be taken for granted ? Would 
it not have been better to insist that the definition of the 
purpose must precede the appropriation of funds instead of 
being left for later ? The prevailing muddle is well enough 
illustrated by Mr Wilson’s description of {£1.000,000 as a 
~ small” amount. Common sense would seem to dictate that 
whether £1,000,000 is a “ small” or a “ large ” sum depends 
on the use to be made of it and the eventual return that it is 
reasonable to expect. With no policy evolved, no aims defined, 
and no return predictable, the scale of loans and subsidies to 
the film industry has begun to appear unreasonat ‘y large. 


* * * 


EPU—Latest 


The meetings of the Ministerial Council of the Organisa- 
tion for European Economic Co-operation that began in 
Paris on Thursday should by this week-end have produced 
final agreement on the European Payments Union. Up to 
the beginning of this week a number of significant points of 
detail remained to be cleared by the Joint Trade and Intra- 
European Payments Committee of OEEC. These out- 
standing matters included the determination of the rates of 
interest to be paid to creditors and by debtors of EPU, the 
rules relating to the termination and liquidation of the 
Union, the fixing of the unit of account to be used by it, 
and finally, the manner in which commercial discrimination 
might be exercised in favour of excessive debtors and against 
excessive creditors with a view to maintaining that approxi- 
mate equilibrium in balances of payments without which 
the EPU would soon be waterlogged and ineffective. 


All but the last of these questions were apparently settled 
satisfactorily before the ministerial meeting. The rate: of 
interest paid to creditors and exacted from debtors of EPU 
are expected to be moderate and to be levied at the same 
rates on each side of the account. The unit of account will 
be equivalent to the US dollar, of the present gold content. 
In the circumstances it is questionable whether it will be 
necessary to invent a new name for the unit. The rules 
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Where can your goods go? 


The world is wide—but economic conditions, currency 
restrictions and the like exercise a limiting effect .. . It is 
part of the service of the Westminster Bank to provide the 
accurate and up-to-date information on trade conditions 
which must form the background to any discussions of 
new markets and new business ventures. This facility is 
included in the wider service which the Bank offers to 
all importers and exporters and which is described in a 
booklet called The Foreign Business Service of the Westminster 
Bank. Your nearest branch will be glad to give you a copy. 





WESTMINSTER BANK LIMITED 


A kangaroo tis all very well... 


but a prospective settler, a trader or traveller wants more 
information about Australia than the fact that it is the conti- 


nent from which kangaroos come. Current information 
concerning all aspects of life in Australia and New Zealand 
is always available at the Bank of Australasia. Our Booklet, 
“ The Answers To Your Questions ”’, may be obtained from 
the Bank on request. It contains not only information 
concerning the commercial world but also more personal 
details about life in these two Dominions. 


THE BANK OF AUSTRALASIA 


(Incorporated by Royal Charter 1835) 
MANAGER: G. C. COWAN 
Head Office: 4 Threadneedle Street, London, E.C.2 
Strand Branch: 263 Strand, London, W.C.2 
(opposite Australia House). 
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Producers—and buyers, too! 


Queensland, New South Wales and Victoria, rank high 
among the world’s producers of beef and dairy products. 
But the people of Australia are consumers as well as 
producers, and the Australian market is therefore ful! 
of opportunity. British business houses, seeking informa- 
tion for planning, are invited to make use of the services 
of the Bank 


Commonwealth Bank knows Australia. 


Commonwealth of Australia. For the 
Its branches are 
widespread ; its activities touch upon every aspect of life 
in Australia and New Guinea. Its sources of information 


are unrivalled. Please address your 

















enquiries to the Manager. 
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Rubber and tin from the East are two of our major dollar earners 
—there are many others in this area—and the Chartered Bank's 
wide network of Branches assists British .business men in 
expanding this valuable potential and also earns dollars for 
Britain in the form of invisible exports. Eastern merchants and 
prospective traders are cordially invited to discuss their plans 
with the Managers of any of our offices in this country, and we 
shall have pleasure in placing our comprehensive Eastern 
banking service at their disposal. 


The Chartered Bank of India, 
Australia and China 


: CUncorporated by Royal Charter in 1853) 

HEAD OFFICE: 38 BISHOPSGATE, LONDON, E.C.2. 
Manchester Branch: 52 Mosley Street, Manchester, 2. Liverpool Branch: 
37 Derby House, Exchange Buildings, Rumford Street, Liv * 

West-End (London) Branch: 28 Charles II Street, London, S.W.1. 
; New York Agency: 65 Broadway, New York. 
The Bank’s branch system, under British management directed from London, serves 
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for liquidation of the net debtor or creditor positions out- 
standing when EPU comes to an end are necessarily com- 
plicated. They are likely to be so framed as to make possible 
an extension of the EPU beyond the Marshall Aid period. 
The provisions for discrimination have unfortunately proved 
to be a much more difficult and contentious issue. The 
British delegates have as usual pleaded for the maximum 
freedom of action in discriminating against creditors and 
in favour of debtors of EPU. It may be wondered whether 
this attitude is mainly an echo of a distant and now 
anachronistic debtor status. By trying to provide for 
measures of discrimination against creditors in intra- 
European payments, Britain may be manufacturing weapons 
coon to be turned against itself. 


* * * 


Unilever Points 


To outward appearance, the Unilever group had an 
extremely good year in 1949, for consolidated net profits rose 
impressively from £10.5 million to £19.6 million. No major 
part of this increase arises from the inclusion of the net 
consolidated profits of the undertakings in western Germany 
and Austria ; these account for only £125,000. There are 
three major factors that affected last year’s figures. Devalua- 
tion of the pound and the guilder gave rise to exchange 
surpluses of {5.7 million; these are brought into credit, but 
taken out to reserves. Secondly, £1.8 million has been trans- 
ferred from stock reserves to the year’s profits ; it is evident 


LIMITED AND N.V. GROUPS 
TURNOVER OF PRINCIPAL COMMODITIES 


1948 1949 
Exchiding Including 
Western Western 
Germany GeTmany 

and Austria and Austria 
000 *000 
Metric Metric 
Fons £000 Tons £000 
167 94,163 Margarine, edible fats and salad oils ............ 981 125,731 
40,445 Other foods for human consumption ..........- 54,682 
1,859 193,348 Other vegetable and animal oils and fats ....... 2,486 271,333 
1,650 24,926 Animal feeding stuffs .............c00ee--: coos 2216 42,572 
941 103,968 Soap and other detergents. ...........--+++-005 1,054 116,962 
11,244 ‘Toilet preparations, including perfumes ......... 15,429 
17,857 Miscellaneous manufactures, including glycerine. . 21,940 
1,085 58,132 Produce (mainly the United Africa group) ...... 1,136 63,752 
65,102 Merchandise (mainly the United Africa group) ... 78,275 
8,343 Services (including ocean, river and road transport) 10,221 
617,508 Tota VALUE ...... iid Saee tikes Seavevnss 800,897 
£000 £000 
Represented by :— 
375,420 {a) Sales to third parties ..........00.-2:-seceeeseeees 490,12 
106,157 (#) Value of production fer the Ministry of Food and pro 


duce purchased for the West African Marketing Boards 113,510 
135,931  (c) Supplies of marketable products and services within 


the orgamisation .....ccscsscccccccrcssccsccccecoees 197,264 
617,508 800,897 
Expressed as percentages of the above total values :— 
‘ 
£ 

14,096,226 or 2-28°% Direct taxation on profits ......... 17,569,024 or 2°19% 

Dividends :— as 
4,438,980 or 0-72% Preferential ..cscccscscccssccsecs 4,449,580 or 0- 56° 0 
2,194,466 Gr OSB,  CRGROREY hci ncn ccsccccseviess : 2,209,855 or 0 28 b 
4,796,345 or 0-78% Profit retained ..............--+- 13,905,574 or 1-74% 


that 1949 was an awkward year for the group in the United 
States where “ selling prices had to be reduced more quickly 
than the raw material cover cost could be adjusted.” Last 
year’s transfer from stock reserves “ largely covers the 1949 
losses ” in the United States. Thirdly, tax adjustments relat- 
ing to earlier years were much smaller—{731,135 against 
£3.324,442. 


No specific reference is made to the results of the Lever 
Brothers Company in the United States last year. Changes 
in the top management of that company were made last May. 
Evidently it had fallen behind in the synthetic detergent busi- 
hess, and its development will “ continue to be a charge on 
our profits this year.” A certain caution accompanies the 
confident references to the changes in the American com- 
Pany’s organisation, but it is recorded that “ the health of our 
established brands is sound.” In Europe, trade has been 
freer, and in the Orient (China apart) business has been good 
although politics have been disturbed. 
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The Unilever report makes some important points for the 
attention of stockholders. Finance is becoming tight, and it 
would become very tight indeed if the group were allowed 
to complete the process (which has gone a long way in some 
countries, but has not started in this country) of taking over 
direct responsibility for stocks of oil seeds. For Limited, this 
step—if the Government allowed it—could easily absorb Lis 
million of new finance. The depletion of liquid resources 
has already reached the point at which the board of Limited 
must have in mind the eventual possibility of an issue of new 
capital; NV has already undertaken a major financing 
operation by the issue of Fl. 75 million 33 per cent. conver- 
tible Notes. Another point of serious consequence is the 
effect of arbitrary subsidised prices for butter and margarine 
in this country; sales of margarine reached record levels in 
the Netherlands, but in this country the ration was not fully 
taken up towards the end of last year. Reference is made 
in a subsequent note to the complexities caused by subsidised 
prices and pooled brands for Unilever’s margarine business 
in the United Kingdom. 


* * 


Panama’s Merchant Fleet 


A remarkable feature in world shipping since the war 
has been the increase in tonnage registered in Panama, 
bringing this republic, which in 1939 had an insignificant 
fleet, into the fourth place—on paper—among the world’s 
maritime nations. Few of these ships ever see Panama, nor 
do their owners, managers and officers. Many of the 
ships, particularly the tankers that predominate in the 
Panamanian registry, belong to United States companies ; 
about one-quarter of the fleets of the American oil companies 
are registered in Panama. Most of these are well-found and 
up-to-date vessels, as are the cargo vessels and ore carriers 
recently built in Great Britain and elsewhere for Panamanian 
registry ; they fully comply with the best national and inter- 
national standards of safety and strength. On the other 
hand, nearly half the Panamanian fleet consists of ships 
that are 2§ years old or more, and many would be refused 
registry in the ports of other countries. It is presumably 
the existence of such ships that led the international transport 
workers’ federation last year to conduct a vigorous campaign 
against them, with the threat of a boycott. 


As a result of these complaints and of the inability of the 
Panamanian Government to remedy them, the International 
Labour Office set up a committee to investigate conditions 
in Panamanian ships. Although the committee inspected 
only 30 vessels, it found that Panama had virtually no 
regulations governing such matters as the international safety 
at sea and loadline conventions, standards of crew accom- 
modation, or hours of work. Such regulations as existed 
were frequently unknown to owners and masters. The 
consular service of Panama was not sufficiently large or 
experienced to exercise control. Wages were extremely 
diverse, and in several cases were well below international or 
good national standards. 


The ILO committee did not attempt to establish reasons 
why so many shipowners registered their ships in Panama, 
but the international transport workers’ federation has sug- 
gested that the motives might be to avoid taxation, to evade 
currency regulations, or to escape the provisions of the 
international conventions as to safety and standards of accom- 
modation that are commonly accepted by maritime countries. 
The crux of the matter is that while a large proportion of 
ships inspected by the ILO committee did maintain adequate 
standards of safety, this was due mainly to the owners’ sense 
of responsibility, and not to any obligation to or super- 
vision by the Panamanian Government. Unless that govern- 
ment takes adequate measures, there is nothing to prevent 
unscrupulous shipowners of any nationality from taking 
advantage of a situation that is as objectionable to the 
majority of shipowners as it is to seafarers. 
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Anglo-Iranian Royalties 


A striking feature of the full report of Anglo-Iranian 
for 1949 is its detailed assessment of the burden to be 
shouldered by the group under the Supplemental Agreement 
to the company’s 1933 Concession Agreement. The new 
agreement, though signed in Teheran last year, has not yet 
been ratified by the Majlis, but its ratification (with retro- 
active effect) is expected shortly. The company will then 
have to pay, as from 1948, 6s. a ton in royalties instead of 
only 4s. under the 1933 agreement, while a flat rate of Is. 
a ton taxation will replace the previous rate of Is. per ton 
on the first 6,000,000 tons of oil and 9d. per ton on further 
amounts. In addition the company will have to pay to the 
Iranian Government forthwith an amount equal to 20 per 
cent of its general reserve as at December 31, 1947, and also 
to pay year by year a similar proportion of its current alloca- 
tions to general reserve. It retains its obligation, imposed 
under the 1933 Agreement, to pay the equivalent of 20 per 
cent of any distribution to ordinary shareholders in excess 
of £671,250 in any one year. Sir William Fraser, chairman 
of the company, indicates in the report exactly what these 
new commitments will, on ratification, have cost the com- 
pany for the past two years. Whereas the payments under 
the 1933 Agreement amount to {9,172,245 for 1948 and 
£13,489,271 for the past year, with the Agreement ratified 
the corresponding payments will be {18,667,786 and 
£,22,890,261. The company has made full provision for the 
higher payments in its accounts up to the end of 1949. 


With this information it is possible to gauge the trading 
experience for the past year more precisely. Total revenue 
of the group, before charging royalties, fell slightly, from 
the peak figure of £89,133.929 to {£88,508,571. Con- 
solidated trading profit after deducting royalties amounted 
to £63,020,.405, compared with £68.384,706 in 1948. These 
figures emphasise the inadequacy of the preliminary profit 
statement, which showed that consolidated net profit declined 
from {24,471,888 to £18,444,209, but gave no indication 
of how the figure for the latest year was arrived at. The full 
accounts reveal that it has been struck after providing 
£24,353,920 (against {£17,683.902) for depreciation, oil 
exploration and survey repairs and after deducting taxation 
of {22,840,181 compared with {28,310,353 in 1948. Sir 
William is content to regard 1949 as “a readjustment year ” 
following the “ very remarkable year” in 1948, but in fact 
its results are hardly less impressive. The group’s capital 
expenditure in 1949 has again been on the grand scale, 
amounting to no less than {56 million. The main items in 
this bill include the expansion of refinery capacity in this 
country, the addition of 50 miles of pipe line and extensions 
to facilities in Iran, the completion of the refinery and con- 
struction of the oil and cargo jetty at Mena al Ahmedi in 
Kuwait, and an increase in tanker tonnage from 1,370,000 
d.w. tons to 1,530,000 d.w. tons. The group’s liquid funds 
have been reduced by {20.7 million to £41 million, largely 
in consequence of this heavy capital programme, which 
clearly is not at an end. Capital commitments at the end 
of the year amounted to some {29.3 million. 


x x * 


Courtaulds’ Gilt-Edged 


Whatever the feelings of Courtaulds early in the war, 
when it had to relinquish most of its interest in the American 
Viscose Corporation to provide the Treasury with dollars, 
the company has since found the sterling proceeds—held in 
British Government securities—a most useful source of 
finance for postwar developments, as its latest report clearly 


‘demonstrates. At the end of 1945 its gilt-edged holdings 


amounted to {39,329,885 (at middle market prices) and in 
the early postwar phase demands upon them were relatively 
moderate. Plans for extending activities in this country 
were slow to mature. It will be recalled, for instance, that 
the Government’s decision to erect a large plant near the 
company’s projected acetate rayon factory in West Cumber- 
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land caused a major change of plan, while the other early 
postwar scheme for the operation of a continuous proces; 
for viscose rayon yarn at Carrickfergus is not expected to be 
in full production until next year. Thus, at end of 1948, 
despite considerable capital expenditure, the gilt-edged port- 
folio still stood at about £32 million notwithstanding the 
intervening slide in gilt-edged prices. Since then, demands 
on these reserves have been gathering momentum ; by March 
31, 1950, they were down to £14,897,925 compared with 
£22,792,748 a year earlier. The process of putting the funds 
to work is not yet completed, since outstanding capital com- 
mitments of the group amounted to £3,250,000 at March 31, 
1950, and requirements of working capital are growing con- 
tinuously. But the company is now beginning to reap the 
fruits of these programmes. In 1949-50, consolidated 
trading profit rose from £7,955,804 to £10,232,623, giving 
rise to group earnings of 37.2 per cent compared with 21.9 
per cent. in the previous year. 

The chairman, Sir John Hanbury-Williams, makes some 
interesting comparisons of world consumption of the main 
textile fibres in the past two years and before the war. The 
relevant figures are shown below. 


Worip CoNsuMPTION OF TEXTILE FiBRES 
1934-1938 
Yearly Average 1948 1949 

Mn. Ma. Mn. 

Ibs. %, Ibs. % Ibs. 
Ry ee 14,000 78-9 13,400 72-8 13,100 71-7 
WIR us ceeant ose 2,230 12°6 2,450 13°3 2,550 12:9 
Rayon and = syn- 

thetic fibres..... 1390 7:8 2,530 13:7 2,780 15-2 

PS cneevewns anne 125 0-7 30 0-2 oo 0-2 


17,745 100-0 18,410 100:0 18,265 100-0 
These figures show that rayon consumption in 1949 was 
approximately double the prewar level, whereas wool was 
only § per cent higher and cotton over 6 per cent. lower. 
Production of rayon in this country has increased by 87 per 
cent since 1937-39, to 290 million Ibs, an achievement for 
which Courtaulds is chiefly responsible. 


4 o x 
Course of Import Prices 


Import prices in May rose by only one point, the 
smallest monthly increase since sterling was devalued last 
September. The Board of Trade index (1947=100) now 
stands at 132. The cost of imported food, drink and tobacco 


IMPORT AND Export PRICES 
Board of Trade Indices : 1947—100 


1949 | 1950 


} 


| | 
' 
| Sept. | Dec. | Jan. | Feb. | March | April ' May 


' 

Import Prices: { 
Food, drink and tobacco. | 107 | 16 | 1s | us | ug! 122, 124 

| 

| 

/ 





Raw materials.......... | 18 130 14 | 138 | «143 148 , 148 
Manufactures .......... | 105 121 121 | 123 124 | 123 124 
siiauiieihill anenat cup atuuasieaindansnseiienainaneiie - 
Bs ciocseueuveeven 10 =| (122 124 125 | 128 ; 13! 132 

| | j i 

i \ 

Export Prices: j i i 
Metal goods.........++. 1l4¢ | 115 | 116 1? | lt | uty Ww 
EEE os vas bon seecke 116 | «115 116 118 119 | 120 | 124 
Other manufactures..... 106 | «(106 107 | 108 | 19 | 109 ito 
Wei. csi triacs | us! us | us | 16 | us | us | 19 


' 
i j 
FS i 


rose by over 14 per cent during the month and import 

manufactures were also slightly dearer. The raw material 
component of the index showed no change; the decline 
in wool prices offset the small increases in other raw materials. 
Wool is an important item in this co and it may 
seem strange that its import price should fall in a month 
when the market price reached a record high level. But 
imports on Joint Organisation account, which are valued at 
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current market prices, were small during the month, while 
private imports most probably represented purchases made 
in February and March when wool prices tended to fall 
slightly. 3 

Export prices increased by one point to 119 (1947=100), 
mainly because of a sharp rise in prices of textiles; the tex- 
tile index jumped from 120 to 124. Metal goods rema‘ned 
unchanged, and prices of other manufactures increased 
lightly. The deterioration in the terms of trade has at least 
been arrested—though only temporarily, to judge from the 
course of commodity prices in the past month. As these 
higher purchase prices are reflected in the import values, 
the index is likely to rise sharply once more. It is, more- 
over, at this time of the year that the Ministry of Food 
re-negotiates many of its contract prices. The new prices 
might well reflect increases consequent upon devaluation. 


* * * 


Branded Margarine Again? 


The campaign to restore proprietary brands of margarine 
to the British market is gaining momentum. A fortnight ago 
Mr J. P. van den Bergh raised the point at the annual 
meeting of Van den Bergh and Jurgens, Ltd., and it has now 
been seconded in the report of Lever Bros. and Unilever Ltd., 
the financial details of which are discussed in an earlier note. 
For some months past the full weekly ration of 4 oz. of 
margarine has not been taken up by the British public, and 
margarine production has had to be curtailed despite the 
improvement in the supply of oils and fats. According to Sir 
Geoffrey Heyworth, the Unilever chairman, this trend is not 
any sign of a change in public acceptance of margarine but 
results from the distorting effects of subsidies. The retail 
price of butter until last April was 1s. 6d. a lb. and its unsub- 
sidised price was approximately 3s. a lb. The retail price was 
then raised to 1s. 10d. a lb. and the subsidy at that date was 
stated to be 1s. a lb. No change was made in the retail price 
of margarine, which is 1od. a lb.; the unsubsidised price 
1s, 25d. a lb. Butter, it will be seen, is still relatively much 
cheaper than margarine. Despite the increase in price, it still 
enjoys a larger subsidy, both actually and proportionately, 
than margarine. The recent adjustment was clearly in the 
right direction, but it has so far proved quite inadequate to 
effect any change in the pattern of demand. Since April there 
has been no noticeable reduction in the consumption of 
butter and no apparent increase in the consumption of 
margarine. It is debatable whether equilibrium between two 
subsidised commodities that are both complementary and 
substitutable can be best achieved by fixing the subsidies at 
the same amount per unit of weight or at the same proportion 
of the price ; but by either test the present retail price of 
butter is unduly low. 


There is no doubt, therefore, that the subsidies are dis- 
torting the relative demand for the two commodities ; but so, 
00, is the system of standardisation. ‘“ National” margarine 
is generally regarded as of indifferent quality, and if a higher 
grade margarine could be marketed at the present retail price 
—or at least without any marked increase in price—demand 
would probably expand. Any marked improvement, how- 
¢ver, in the present standardised margarine would be difficult 
to achieve—if only because manufacturers would be unwilling 
0 disclose their trade secrets. This suggests that any real 
improvement may not be possible unless the proprietary 
brands are restored. Margarine manufacturers maintain that 
they could produce a higher grade product from the oils 
and fats currently available—though not, of course, if they 
had to sell at the present retail price without the aid of 
subsidy, The question of shifting the subsidy from a single 

national” grade to a number of proprietary grades raises 
no difficulty in principle, but in practice it would involve 
‘ome awkward administrative problems—notably that of 
tasuring that one type of manufacturer was not given an 

Vantage over another. If, for example, the Ministry of 
Food decided to grant the subsidy by selling its oils and 
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Nchanga Consolidated 
Copper Mines Limited 


Extracts from the Report of the Directors 
for the year ended 3\st March, 1950 





Taxation 


The provision for taxation in respect of the year’s profits amounting to 
£834,602 is after taking into account initial allowances on the expenditure 
during the year on Buildings, Plant and Machinery. These allowances 
have reduced taxation fo: the year by approximately £200,000. 
Profits 

The net profit for the year after providing depreciation but before 


taxation amounted to £1,531,310 which the Directors propose should be 
dealt with as follows:— 








The Balance on Profit and Loss Account for the year ended £ 
__ 31st March, 1950... aa sei ss la wo 1S 
Taxation on these profits ses ee a ee ... 834,602 
i 696,708 
Provision for taxation in previous years no longer required... 188,028 
; 884,736 
Unappropriated profits at 31st March, 1949 ... oat .- 1,214,503 
Mibing wrens <2 xs Se) aes ett ea 
Amount appropriated to General Reserve £1 200,000 
The Directors recommend the payment of a divi- 
dend of 20 per cent. on the Ordinary Stock in 
respect of the year ended 31st March, 1950, 
which after deduction of Income Tex will 
amount to sv ‘he ones ade - 770,000 
— 1,970,000 
Leaving a balance to be carried forward of ... sad eve £129,239 





COPPER PRODUCTION 
During the year 1,282,047 short tons of ore were mined and 1,275,400 


short tons were treated in the Concentrator; the grade of ore treated was 
4.84 per cent. copper, of which 2.27 per cent. was in the form of Oxide 
Copper and 2.57 per cent. in the form of Sulphide Copper. The grade 
of ore milled was higher than for the preceding year, and this, together 
with an increased tonnage treated, resulted in a 20 per cent. increase in 
production of copper in concentrates. 

The concentrates produced were railed to Nkana for smelting and 
resulted in a production of 38,761 long tons of copper, compared with 
32,877 long tons for the year ended 31st March, 1949. Of the total 
tonnage of copper produced 2,544 long tons were cast in the form of 
Anodes which will be required to form part of a stock which will be 
necessary when Electrolytic Refining commences. 


OPERATING AND PROFIT AND LOSS ACCOUNT 

Sales and Stocks of Metals 

The total tonnage of copper sold during the year was 32,062 long tons 
of which 62 tons was sold in Concentrates and the remainder as Blister 
Copper. These compare with total sales of 30,053 long tons last year 
of which 38 tons was in Concentrates and the balance Blister Copper. 
The total proceeds from sales amounted to £3,649,930 compared with 
£3,513,478. The larger proportion of the increased production referred 
to later in this report was used to build up the stocks of copper which now 
stand at 13,449 long tons compared with 6,690 long tons and there was 
also an increase in the stock of copper in concentrates from 7,529 long 
tons to 10,098 long tons. The total value of these stocks shown in the 
accounts at cost amounts to £953,915 compared with £621,709. These 
increases in stocks are, as mentioned by the Deputy Chairman in his 
speech last year, necessary for the expansion of output which will shortly 
be achieved when the plant extensions come into operation and also for 
the build-up of a supply of anodes for the production of Electrolytic 
Copper which will be undertaken in the near future for this Company 
by Rhodesia Copper Refineries, Limited. 


EXPANSION OF PRODUCTION 


The programme to increase production to 64,000 long tons of copper 

r annum is proceeding satisfactorily, and this rate of production should 
C reached by the end of December, 1950, as stated in the Directors 
Report for the year ended 31st March, 1949. 


COAL SUPPLIES 
Coal supplies to the Copperbelt during the year showed a considerable 
improvement and for the year under review the average monthly tonnage 
delivered was 38,843 tons, an increase of approximately 1,700 tons per 
month over the previous year. Since the close of the financial year this 
improvement has been maintained, the deliveries to the Copperbelt 
during April and May, 1950, having averaged 46,265 tons per month. 
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fats to manufacturers at a loss, it would have to ensure the 
same relationship between its selling prices for the different 
kinds of vegetable oils and fats as existed in the world market. 
Such complications afford yet another example of the dis- 
tortion inevitably created through the incidence of subsidies 
and specific controls, and illustrate the difficulty of piecemeal 
relaxations. Many food controls that might otherwise be 
abolished may have to be retained until the problem of food 
subsidies is tackled comprehensively. 


* x * 


Jordan Re-enters Sterling Area 


On July ist, as had been expected, Jordan rejoined the 
sterling area, and on that day a new Jordan currency, the 
dinar, was launched. Sterling may now be credited to sterling 
accounts of Jordan residents without the completion of the 
sterling transfer form. These moves bring to an end the 
rather untidy interim arrangements made in February, 1948, 
when Palestine left the sterling area on the termination of 
the Mandate. At the time it was felt that the general poli- 
tical upheaval of those days would make effective exchange 
control impossible, and Jordan, then using the Palestine 
pound, inevitably had to follow suit. There was never any 
doubt, however, that Jordan would re-enter the sterling 
system as soon as preparations for a local currency had been 
completed. A Jordan Currency Board has now been set up in 
London and will perform for Jordan alone the functions pre- 
viously performed by the Palestine Currency Board for the 


' whole area, keeping the dinar at par with sterling. The new 


notes are in denominations of half a dinar (500 fils) and one, 
five, ten and fifty dina’s, Six denominations of coins range 
from one fil to 100 fils. 

Under Jordan law the new currency has to be backed in 
full by sterling. At the outset, it will be issued against sur- 
rendered Palestine notes, which the Jordan board will then 
pass to the Palestine Board against payment in sterling. 
If the two banks concerned in Jordan—the Ottoman Bank 
and the Arab Bank—do not require dinars for their Palestine 
notes, they can send them direct to the Palestine board in 
exchange for blocked sterling. During the first few days of 
the change-over, the only notes surrendered to the Palestine 
board for redemption came through these channels. At the 
outset, the Palestine board had rather over £P 16 million still 
outstanding, compared with a peak liability of {P 52.6 million 
in 1947 (this decline, of course, reflected the demonetisation 
of the notes in Israel). The bulk of the £P 16 million was 
circulating in Jordan, although the portion in coin still circu- 
lates in both countries, despite the gradual introduction of 
new Israeli coins. The theoretical maximum of dinars 16 
million should prove ample for Jordan’s currency needs, 
although it should be noted that Jordan is drawing heavily 
on its small sterling resources. 


* * * 


More Synthetic Rubber for USA? 


The reports last week-end that the American Govern- 
ment may reopen some of its stand-by plants for synthetic 
rubber have had no measurable effect on the market. 
Rubber dealers strongly deny that the present price of 
natural rubber is maintained by speculation. But they realise 
that if considerations of national security make a larger 
supply of rubber necessary in the United States, it would 
have to come from synthetic production.. The first signs 
of the expansion in synthetic output were apparent in May 
when it jumped from 39,425 tons to 42,500 tons, the highest 
figure since January, 1949. Consumption rose even more 
sharply from 40,000 tons to 50,000 tons, the highest 
monthly total since October, 1947. 

World production of natural rubber also reached a record 
level in May when 150,000 tons was produced. This 
increase was due largely to a continued expansion in ship- 
ments from Indonesia. Total exports for the month were 





THE ECONOMIST, July 8, 1956 


estimated at 62,086 tons, which was 2,000 tons more than 
the previous record attained in April. These heavy ship- 
ments were no doubt encouraged by the fact that the expor: 
duty on rubber from Indonesia was scheduled to be increased 
from July 1st. Exports from this source may therefore tend 
once more to decline. But the record production of natural 
rubber coincided with a record consumption of 140,000 tons 
Stocks in the consuming areas and afloat continued to 
decline, while stocks in producing areas increased by 
17,500 tons. These additional supplies, however, will not 
be available to consumers for some little time. 


The future course of rubber prices is highly problem- 
atical. The larger output of natural rubber has done no 
more, so far, than keep pace with consumption. If a high 
level of industrial activity persists in the United States, a 
strong demand is assured. The proposed expansion in syn- 
thetic output may take a long time to materialise owing to 
the shortage of an essential ingredient, styrene. On the 
other hand, a larger number of synthetic plants in operation 
would eventually mean a reduction in the stockpile require- 
ments for natural rubber. 


* x * 


Future of Wool 


Wool prices lately have tended to fall from the peaks 
reached in May, and are now on average between 5 and 
10 per cent below them. A readjustment of prices at this 
late stage in the season was almost inevitable but the woo! 
market has still a firm undertone. Last year wool consump- 
tion in the eighteen principal consuming and exporting 
countries declined by nearly 10 per cent, and the world tota! 
was at least five per cent smaller. But not all countries 
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followed this trend, nor was it uniform throughout the 
year. The decline was largely concentrated in the first six 
months, and in the second six months there was sonic 
recovery. Despite the overall decline, world consumption 
was still 1 5-20 per cent larger than before the war, while 
the world clip was only about one per cent larger. 


The wool market tends nowadays to be dominated by 
conditions in the United States. Although American woo! 
consumption last year fell by 27 per cent it was still slightly 
larger than Britain’s consumption, and the United States 
retained its postwar position as the world’s largest wool 
consumer, After Britain, it was the world’s largest importer 
as well. Consumption in France, Italy, Belgium and cer- 
tain other countries also declined in 1949, but France w25 
the only country of this group with a consumption 
smaller than prewar. In contrast, consumption in Britaic 
and in the main exporting countries continued to rise. 
German consumption also increased sharply but was still 
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jess than half its prewar quantity. Japanese consumption was 
less than one-tenth of prewar. 

The recovery in wool consumption that started in the 
latter half of 1949 has continued this year. Again the lead 
has been taken by the United States, where in the first two 
months of 1950 consumption was 10 per cent higher than in 
the same period of 1949. In Britain, consumption in the 
first four months of this year has risen even more sharply— 
by 13 per cent—while that of France, Belgium, the Nether- 
jands, Germany and Austria has also continued to expand. 
The problem confronting the wool textile industry next 
season is to secure am adequate supply of raw material. 
Even a § per cent increase in wool production would be 
inadequate to cover the present rate of consumption now that 
the wartime stocks of wool are virtually liquidated. The 
scope for economy lies in a greater use of reprocessed wool 
and of other fibres. Despite the prospective shortage of 
wool, much more is being used per unit of wool tissue pro- 
duced than before the war, when raw wool was relatively 
plentiful. 

* * * 


Harvesting Seaweed 


Responsibility has been assumed by the Scottish Sea- 
weed Research Association for the mechanical and chemical 
problems of developing an industry based on north of 
Scotland seaweed. The association was set up at the 
beginning of the war by the alginate producers who depend 
on seaweed as a raw material, but it is now wholly financed 
out of the Scottish Development Fund. The project is 
attractive—the alginate industry has expanded fairly 
rapidly, and the suspending, emulsifying and thickening 
properties of the alginates give them varied and expanding 
markets. The largest outlets are in food, paper and pharma- 
ceutical production ; in the form of alginate rayon they have 
a number of specialised applications in textiles. Two other 
substances obtainable from seaweed, mannito] and laminarin, 
appear to have applications in the plastics and explosives 
industries, and a third, fucoidin, has been used in other 
countries for food and cosmetics and might provide a 
source of glucose. These three substances have not been 
used in Britain. After two and a half years’ silence the 


97 
association has announced that mannitel and laminarin 


should be in pilot plant production when its new laboratories 
are ready by the end of the summer. 


The extraction processes do not appear to present any 
great difficulties ; whether production of these chemicals 
will be taken up commercially—or indeed whether the algi- 
nate industry can continue to expand—depends ultimately 
on whether regular supplies of seaweed can be guaranteed 
to the factories in sufficient volume. Even the largest 
alginate producer, a subsidiary of Albright and Wilson, Ltd., 
relies on the winds and tides to wash up sufficient supplies 
of weed to be collected and dried by crofters. Supplies come 
from Scotland, the Hebrides and even from Ireland. If 
mechanical methods of harvesting could be developed the 
association estimated that there are enough weed beds 
around Scotland to provide one million tons of dried weed 
a year, the beds being harvested every third year. Seaweed 
was harvested in Japan by hand before the war, and the 
same methods are probably still in use ; in the United States 
cutting machines have been successfully developed, but 
these could not be used on the shorter type of weed found 
in Scotland. Trials by the association with three different 
types of equipment have had some limited success, and at 
least one firm is fitting out a boat for commercial harvest- 
ing this summer. Whether this represents the limit of 
success that can be expected may not be clear for some 
years. Not only does the type of weed and the coastline 
itself make harvesting difficult, but the uneven sea bed 
damages the hooks with which the weed is pulled in. 
Because of these difficulties, manufacturers are unlikely to 
start any active research of their own until it is clear whether 
a greater volume of weed can be harvested by mechanical 
methods than the tens of thousands of tons at present 
obtained by extremely primitive means. 


Shorter Note 


In the article entitled “ Competition in Detergents ” in 
last week’s issue, the sentence on page 31: “ The cost of raw 
soap can be put at £175-£200 a ton,” should have read: 
“The cost of raw soap can be put at £100 a ton and the 
equivalent cost of synthetic detergents at £175-£200 a ton.” 
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COMPANY MEETINGS 


THE BURMAH OIL COMPANY, LIMITED 


INCREASED SALES OFFSET LOWER PRICES 
RESTORATION OF DIVIDEND TO 15 PER CENT 


SIR KENNETH HARPER’S REVIEW 


The forty-eighth annual general meeting 
of the members of the Burmah Oil Company, 
Limited, was held on Tuesday, July 4, 1950, 
in the Merchants’ Hall, 30, George Square, 
Glasgow, 

Sir Kenneth B. Harper, chairman and 
managing director, who presided, said :— 

At the time I wrote my statement the 
Industrial Court in Burma was still sitting 
to consider a list of issues concerning 
retrenchment of surplus employees in both 
the fields and refinery areas. The Court has 
now announced its awards, which I regret to 
say are unsatisfactory, and we have applied 
for them to be referred to the Supreme Court 
of Burma. They are accordingly now sub 
judice and it would be improper for me to 
discuss them here today. 

The following statement by the chairman 
was circulated with the directors’ report and 
accounts :— 

The directors have invited Mr W. E. 
Eadie to join the board and his name will 
come before the annual general meeting for 
election. Mr Eadie joined the Burmah Oil 
Company, Limited as an accountant in 1921 
and on the formation of Burmah-Shell Oil 
Storage and Distributing Company of India, 
Limited, in 1928 was released to become that 
company’s senior accountant. He rejoined 
the Burmah Oil Company in 1941 and has 
been chief accountant since 1948. His know- 
ledge, experience and judgment will be of 
much value to the board and J have complete 
confidence in recommending him for election 
by stockholders. On joining the board, Mr 
Eadie ceased to be chief accountant and has 
been succeeded by Mr J. F. Strain. 


TRADING RESULTS 


The resulis of 1949 trading, both in indi- 
genous products from Assam Oil Company’s 
resources and in purchased petroleum pro- 
ducts, as brought out by the accounts now 
before you, disclose the group’s profit at 
£5,617,279, after charging expenditure in 
connection with prospecting and exploration 
operations in India and Pakistan amounting 
to £1,402,310. During 1948 conditions in 
India and Pakistan were such as to call for 
‘caution in framing estimates of trading 
cesults in these countries and in consequence 
there is included in the total profit a gross 
amount of £1,180,000 arising from excep- 
tional credits frog. Burmah-Shell in respect 
of that year. 

Although, as I indicated in my statement 
ast year, world prices of petroleum products 
in 1949 were below the average level of 1948, 
these lower values were compensated for by 
the increased volume of our sales of imported 
products in 1949, coupled with an increased 
return received on sales of Assam Oil Com- 
pany products following selling price adjust- 
ments on devaluation of sterling. 

Dividends and interest this year bring in a 
total of £2,638,117. Assam Oil Company, as 
you know, became a wholly owned subsidiary 
in 1948 and our income from that source is 
taken in as a trading profit. 

Total income from all sources amounted to 
£8,256,204, from which fall to be deducted 
taxation £5,131,914, depreciation £410,747 
and directors’ emoluments and auditors’ fees, 
£31,601, leaving £2,681,942 to which is 
added £514,171 brought forward from 1948, 
making £3,196,113 as the net amount finally 
available for disposal. 

Many stockholders will recollect that fol- 
lowing the bonus issue in 1938 the basic 


ordinary dividend rate was 5 per cent. 
interim plus 10 per cent. final to which a 
cash bonus of 6 per cent. was added for 1938 
and 1939. An interim dividend of 5 per 
cent. was paid for 1941, but by the time the 
final came to be declared in August, 1942, 
Burma had been occupied by the Japanese 
and it was deemed prudent to reduce the 
final dividend to 7} per cent, Since then the 
dividend for the year has remained at the 
rate of 12} per cent. The directors con- 
sider that restoration to 15 per cent. is now 
warranted and have recommended that this 
be done. 

Out of the net sum of £3,196,113 available 
the board. have allocated £1,350,000 to 
general reserve and if their recommendation 
of a fimal dividend of 12} per cent. is 
approved, net preference and _ ordinary 
dividends will absorb £1,298,262, leaving 
£547,851 to be carried forward, being an in- 
crease of £33,680 on the amount brought in. 

Turning to the company’s balance sheet, 
you will note it has been possible to finance 
the operations of the subsidiary companies 
without making any inroad into liquid re- 
sources by further withdrawals from our 
holding of Government securities. This is 
due principally to the curtailment of rehabili- 
tation operations in Burma in line with the 
policy indicated in my statement on 1948 
results. Rehabilitation finance in 1949 cost 
£1,400,000 compared with £3,730,000 in 
1948, a reduction of £2,330,000. The greater 
part of 1949 expenditure will form a claim 
on His Majesty’s Government under their 
guarantee, to which I refer later. 


CONSOLIDATED ACCOUNTS 

“ Accrued dividends from subsidiaries” at 
the higher level of £3,241,353 follows on the 
increase in profits. 

In the consolidated balance sheet it is now 

possible to compare the group’s assets and 
liabilities item by item with the previous 
year. 
_ “Concessions, oil wells, buildings, etc.,” 
is up £677,647, but £431,250 of this is not 
new expenditure, being a transfer to this 
heading of expenditure previously included 
under “ Rehabilitation Suspense Account.” 

“Investments” at £22,417,361, including 
British Government securities of £9,817,414, 
show no material change from 1948. 
_Under current assets the increase of 
£711,209 in “ stocks of stores and materials ” 
is accounted for partly by continuing pay- 
ments under contracts placed for plant re- 
quired under the rehabilitation programme 
and partly by the additional stores and equip- 
ment requirements of Assam Oil Company. 
“Stocks of oil and products” are up by 
£880,702. Larger volumes and_ increased 
costs arising from devaluation account for 
this increase. 

BURMA 

At the time of our annual general meeting 
last year the position in Burma was that the 
three British oil companies, responding to a 
request by the Burmese Prime Minister, had 
submitted a scheme for completing the recon- 
struction of the oil industry by which the 
Union Government would furnish the re- 
maining finance, which the industry itself 
had decided to stop providing owing to the 
disturbed state of the country, and the Union 
Government were engaged in trying to raise 
the necessary funds. What I was not then 
permitted to disclose was that in order to 
assist the Union Government by ensuring 
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them time to negotiate a loan, His Majesty’s 
Government undertook to underwrite any 
expenditure incurred by us after March 7 
1949 which would be lost if those negotis- 
tions were not successful. The negotiation; 
were prolonged and ultimately failed and w. 
shall present our account to H.M. Govern. 
ment as soon as the full amount is known 

Subsequent events belong to 1950 bu: | 
feel you would like me to bring the position 
up to date. The Union Government having 
failed to raise the money to finance thei: 
share of the joint project, that project broke 
down and we proceeded to discharge the 
employees who thus became surplus to our 
reduced operations. The Burmese Govern- 
ment, on the application of the Labour 
unions, thereupon referred to an industrial 
court, under the Burma Trade Disputes Act, 
the questions both of the employer’s right to 
discharge employees in such circumstances 
and alternatively the terms governing such 
discharges. The court was appointed on 
January 11, 1950, but has not yet announced 
its award, the nature of which will be of 
great interest not only to us but to all indus- 
trial and commercial employers in Burma, 

Rehabilitation of plant and facilities on the 
Burma oilfields, main pipeline and refinery 
having entirely ceased, the group’s operations 
are now reduced to producing smal! quanu- 
ues of crude oil and to selling the products 
from a primary distillation in such local 
markets as can be reached in the present dis- 
turbed state of communications, while for the 
accessible markets elsewhere in Burma we 
are continuing to import products into 
Rangoon. 

It is not yet possible to foretell when or if 
it will again become feasible to resume ou: 
producing and refining operations on the 
scale formerly contemplated. While the 
Union Government forces have recently re- 
occupied several towns which have been in 
insurgent hands, it is not yet clear whether 
the insurgents have been defeated or have 
merely withdrawn to positions elsewhere with 
their strength not seriously impaired The 
greater part of the country through which our 
main pipeline runs is still outside the Govern- 
ment’s control, and repair, much less opera- 
tion, of the pipeline itself cannot yet be 
resumed. Without this pipeline there is no 
means of conveying crude oil to Rangoon 
in the quantities required for the projected 
refinery and rebuilding of the refinery would 
accordingly still be premature. When and if 
order has again been restored.and maintained 
long enough to give promise of being settled, 
the directors will assess the economic possi- 
bilities of the subsidiary companies resuming 
operations in the light of the conditions then 
prevailing and their attractiveness as an 
investment for your capital . 

The suits which the subsidiary companies 
filed in 1947 against the Union Government 
for compensation for denying their properties 
to the enemy on instructions given under the 
Defence of Burma Act have not yet been 
heard. A preliminary issue, common to the 
cases of all claimants, on the point whether 
the Union Government is liable to pay com~- 
pensation under that Act, is shortly to come 
before the court. 

I informed you last year that H.M. Gov- 
ernment had announced their intention (to 
ask Parliament to make an ex gratia payment 
to British industrial and commercial interests 
whose property sustained war damage in 
Burma, primarily for the purpose of assisting 
them in overcoming their capital handicaps 
in the task of rehabilitation. The total 
grant was £10 million, which it was left to an 
independent committee to allocate between 
the interests concerned. The share allocated 
to your group, which financially speaking w4s 
by far the greatest sufferer from the war ‘9 
Burma, is £4,583,870. That sum has recently 
been received and will be incorporated in the 
1950 accounts. Though welcome, it repre 
sents a very small part of the replacement 
value of what we lost through denial to the 
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enemy and is far from meeting our sub- 


diary companies’ claims on the Unien Goy- 
erpment which, as I have stated, conunue. 


TRADING 


In Burma, with large areas of the country 
under the hand of one or other of the insur- 
gent groups, conditions for trading were 
abnormal. Im January the railway to 
Mandalay was cut and this main line of com- 
munication with important centres in cegtral 
end northern Burma _ remained closed 
throughout the year. For a period of several 
months the distribution of petroleum pro- 
ducts was confined to a relatively small area 
around Rangoon, to the coastal ports and to 
small offtake in the Chauk oilfield area. When 
-p July it became possible to resume supplies 
«© Mandalay from Chauk by river, despatches 
had 10 be convoyed with military escort 

vhen this was available. Overall the volume 
of supplies which our Burma trading sub- 
sidiary has been able to distribute remains 
selow the needs of the country. 

A number of our upcountry distributing 
-entres were overrun, fortunately without 
loss of life, though not without loss of stocks 
and some destruction of property. Once again 
members of our staff deserve credit for carry- 
ing out their duties so well under difficult 
circumstances. 

It will thus be readily understood that al- 
though petroleum supplies were more freely 

ilable throughout the world in 1949 the 
volume of cur sales in Burma, far from show- 
ing expansion, was appreciably below the 

1948 level. Towards the close of the year 
there were some signs of improvement but 
the country has received a severe setback in 
iis general economy as the result of the events 
of 1948/49 and recovery towards fully 
normal conditions can only be a gradual pro- 
cess. 

In India, demand continued in excess of 
supply, but rationing of both motor sp:rit 
and kerosene was on a more liberal scale, and 
ibere was a considerable expansion of sales 
of al] main products. 

Distribuuon of Assam Oil Company's pro- 
cucts continued without interruption during 
the year though in the face of an unfortunate 
worsening of political relauions between India 
and Pakistan. Supplies from Assam refinery 
normally pass through Pakistan to reach 
markets in India, and at the close of the year 
there was a break in political relations which 
put a sudden stop to ali through traffic. 
Supphes had accordingly to be directed to 
ihe newly built Assam rail link and to the 
over, through traffic on which was fortu- 
nately quickly restored. 

In Pakistan, as in India, while there was 
én appreciable increase in the level of sales, 
cisinbution and marketing of products were 
aflected by the breakdown in political rela- 
‘ons Between ihe two Domimens. Fast 
Pakistan is normally supplied with petroleum 
products partly through our own organisa- 
bon based on Chittagong and partly tnrough 
Burmah-Shell based on Calcutia. ‘Towards 
ihe end of the year the compicie suspension 
of supplies from Calcutta to Pakistan lett 
Burmah-Shell without their norma] means 
of supplying their adjoining marketing area 
D East Bengal and a severe strain has been 
‘hewn on our Chittagong organisation in 
endeavouring to supply their needs also. 

lt is to be hoped that the recent trade 
‘ereement between India and Pakistan will 
be further developed to enable trade between 
tbe 'Wo countries to flow along fully economic 
tmes of supply 


PROSPECTING 


; Burma,—I need hardly say that no explora- 
“ch of any kind was even a remote possi- 
‘ty during the year under review. 

, india-—The one outside test well in Upper 
ssa to which I referred last year was com- 
eed but without finding any cil. Exten- 


“on drilling at Digboi has however proved a 


valuable addition to the productive area there. 


Pakistan——At Chakwal m the Puniab our 
No. 2 well found production, and develop- 
ment of this small field-is proceeding. The 
more important test well at Lakhra eventually 
became the deepest well in Asia, but unfor- 
tunately found only water and is now being 
abandoned. On the results in this well we 
fear that large areas in Sind must now be 
considered valueless for oil, but we are con 
unuing the search in other parts of Pakistan. 


LABOUR 


Labour questions continued to provide 
many anxious problems throughout the year 
but I am glad to report that relations with 
our Indian and Pakistani employees remained 
on the whole excelient, especially when 
judged against the general background in 
these two Dominions. There were no strikes 
in either country, except for a minor affair at 
an outside test well which was quickly settled, 
but there have been some dissensions with 
the unions. In India and to a lesser extent in 
eastern Pakistan the general trend of awards 
under the Industrial Disputes Acts, by in- 
variably giving something and usually too 
much, has encouraged unions not only to be 
immoderate in their demands but also to 
discard direct negotiation and rely on the 
compulsory adjudication provided by the 
Acts, The practicé is not helping the growth 
of a healthy trades union movement. — 

I feel, however, I can fairly say that our 
longstanding policy of good wages and good 
working and living conditions continues to 
have its reward. In particular, the company’s 
hospital and schools at Digboi have been 
highly praised by visiting Indian ministers 
of government. I must add a word of warn- 
ing that certain draft legislation now before 
the Indian Central Assembly is giving em- 
ployers in India some anxiety. Relations be- 
tween an employer and his men can be over- 
regulated. 

Burma presents, inevitably, a less good 
picture. The chief event was the discharge 
of nearly 2,000 men at Yenangyaung oilfield 
in July, leaving only 100 men to look after 
our property there and perform other essen- 
tial duties. At Chauk oilfield and Syriam 
refinery there were in 1949 no major cuts 
in the numbers emploved, but emplovees 
lived under the shadow of them while the 
events to which I have referred were in pro- 
gress. 

Altogether I am glad to say that relations 
between the management and employees 
though severely tested stood the strain well, 
for which the highest praise is due to your 
staff, both British and Burmese, and the em- 
ployees themselves. Unhappily relations with 
the trades unions are another matter, the 
unions being largely led by men not in our 
employment, whose aims are too often mainly 
political. 


TANKERS 


Our ships continued to operate satisfac- 
torily during the year and were again free 
from accident. The nature of their service 
demands quick turn-round at loading and 
discharging ports and imposes almost con- 
tinuous duty on the part of their officers and 
crews, who continue to maintain the high 
standard of morale in the fleet. 

Bv the introduction of a mail advice ser- 
vice. whereby next-of-kin are kept advised 
of the movements of our ships and officers 
are enabled to obtain letters from home more 
frequently, and through increasing the ameni- 
ties on board, we have been able to give 
further expression to our constant concern 
for the welfare of those who serve in our 
fleet. 

THE STAFF 

With the suspension of their operations in 
Burma, our subsidiary companies there have 
regretfully had to reduce their stafis 

While the whole staff have again served us 
splendidly, a special w ord of praise is due to 
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the siaff in Burma and particularly at the 
oilfields and refinery. A heavy responsibility 
nas fallen on our general manager, Mr R. 
S. Carey and our managers at the oilfields 
and refinery, Mr C. A. Maxwell-Lefroy and 
Mr W. T. Watts, and their conduct of our 
affairs deserves high commen lation. I hope 
I may be allowed to express your apprecia- 
tion to the staff both at home and overseas. 

The report and accounts were unanimously 
adopted. 

The final dividend of 124 per cent. (2s. 6d. 
per £1 umit) on the ordinary stock for the 
year 1949, recommended by the directors, 
was approved and declared payable on Jul; 
14, 1950. 

Mr W. E. Eadie, who was recently ap- 
pointed to the board, and the Right Hon. 
Baron Bilsland of Kinrara, M.C., D.L., 
LL.D., the director retiring by rotation, were 
unanimously re-elected. 


PLASTER PRODUCTS 
(GREENHITHE), LIMITED 


MARKED IMPROVEMENT IN 
TRADING RESULTS 


MR. J. P. EVANS’S SPEECH 


The thirteenth annual general meeting of 
Plaster Products (Greenhithe), Limited. was 
held in London on July 6th. 

Mr J. P. Evans (chairman) presided and 
said: Gentlemen,—As the directors’ report 
is fully informative and the bulk of this 
information was circulated to every share- 
holder nearly four weeks ago, there is not 
very much I can add to the details already in 
your possession. 

The principal changes in the fixed assets 
have been brought about by the sale of your 
company’s factory at Bridgwater. Current 
assets and current liabilities both show reduc- 
tions on the figures of a year ago, and the 
liquid position has been improved by better 
trading results. ‘The decreases in bank over- 
draft and acceptance credits are perhaps 
worthy of note and these accounts will be 
repaid out of the proceeds from the sale of 
the Bridgwater factory. 

No decision has yet been made regarding 
the disposal of the balance of capital avail- 
able, but one of the facts that must not be 
lost sight of is that your company has no 
right to accelerate the redemption of the loan 
stock until 1953. It must be remembered 
that the silent plant which is now being 
stored at Greenhithe could be erected there 
if the demand justified such a step. 


TRIBUTE TO STAFF AND WORKPEOPLE 


The trading results show a marked im- 
provement upon those of the preceding year 
and at this stage I should like to pay tribute 
to the staff and workpeople who have 
achieved such figures in the face of fierce 
and unremitting competition. 

Production costs have risen in the present 
financial year and will rise still more as the 
progressive effect of higher freights make 
themselves felt. An increase in the con- 
trolled selling price should therefore be 
granted as speedily as the two reductions in 
price which immediately followed the tem- 
porary fall in the cost of some raw materials 
during 1949. 

Such exports as have taken place were to 
a large extent pioneer efforts and rising 
costs will do nothing to help the overseas 
trade of this company or of the couniry. 
On the contrary the extra cost of home- 
produced materials improves the prospects of 
the foreign exporter wishing to send his 
products to this country. 

The report and accounts were adopted. 

The Board were requested to give con- 
sideration to the preparation of a scheme 
of capital reorganisatio> 
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THE BUTTERLEY COMPANY, LIMITED 


ACTIVE DEMAND FOR PRODUCTS 
A CAPITAL PROFIT DISTRIBUTION 


MR E. FITZWALTER 


The sixty-third annual general meeting of 
The Butterley Company, Limited, was held 
at the registered office of the Company, 
Butterley Iron Works, near Derby, on June 
29th, Mr E. Fitzwalter Wright (chairman of 
the board of directors) presiding. 

The secretary (Mr P. Elliott) read the 
notice convening the meeting, and the report 
of the auditors. 

The chairman said: Ladies and gentle- 
men,—There is little change from last year 
in the form of the accounts before you, 
except that this year we are able to give you 
the comparable figures for last year as well. 
If you will turn to the consolidated profit 
and loss account you will see that the profit 
for the year before taxation is down from 
£346,279 to £245,170. You will also see 
that our income from what used to be our 
colliery assets is down from £155,889, which 
came to us in the form of interim income 
under the 1946 Act, to £91,930, which came 
to us in the form of revenue payments under 
the 1949 Act. The charge for depreciation 
is raised from £28,344 to £49,312, partly due 
to the reasons described in Note 4 of the 
notes to the accounts, and we have provided 
£6,000 to cover the diminution of value of 
certain of our quoted investments. 

These three items therefore account for 
almost £91,000 of the reduction of just over 
£100,000 in the profit for the year. We 
have been able to take to the credit of profit 
and loss account profits attributable to prior 
years, and provisions for certain wartime 
contingencies which are now happily no 
longer required, to a total, after tax, of 
£56,195, giving a profit for the year, after 
taxation, of £148,123 compared with £171,029 
a year ago, To this must be added the 
balance brought forward from last year of 
£167,383, giving a total of £315,506, out of 
which dividends paid or now recommended 
take £110,687, leaving to be carried forward 
to next year £204,819. 


MAIN LINE WAGONS COMPENSATION 


We have received compensation in full 
in respect of our main line wagons, and a 
capital profit of £264,036 has accrued to us 
in respect of this item. It is proposed to 
distribute £252,000 of this to the share- 
holders, representing 14 per cent. on the 
ordinary stock, and we are advised that this 
payment will not attract either income tax 
or sur tax. I wish to emphasise that it is 
most unlikely that a similar payment will be 
made again. 

The issue of £2,000,000 of coal stock, 
referred to in the directors’ report, was made 
on June 16th. The steck has been realised, 
and the effect has been to turn a deficiency 
of current assets of approximately £300,000 
into a balance of some £1,700,000. Further 
sums of cash and issues of stock on account 
of compensation will continue to be received. 
The board consider that the time has come 
for a modification of the capital structure of 
the company, and therefore have under con- 
sideration a scheme to reduce the paid up 
ordinary stock. 


ENGINEERING WORKS ACTIVITIES 


Turning now to activities during the year, 
I am pleased to be able to report that at our 
engineering works at Butterley and Codnor 
Park a still further increase in output has 
been obtained, and sales from these two 
works reached a record figure of just under 
£2,000,000. Competition has undoubtedly 


WRIGHT’S ADDRESS 


been more pronounced, a development which 
we regard as a very healthy one, and we 
have made reductions in prices of certain 
foundry products, notably for the motor car 
industry, as a contribution to the export 
drive Nevertheless, our order book is as 
strong as ever, carrying contracts with 
delivery dates in some cases more than two 
years ahead. In particular, the demand for 
our finished products, such as overhead 
cranes, and sheet metal machinery, con- 
tinues to grow, and our crane production 
last year was almost double that of 1948. 

Last year, you will remember, I was able 
to tell you that we had built nearly 750 rail- 
way wagons. This year I am happy to tell 
you that the figure has increased to over 
1,000, chiefly 16 and 2l-ton types for the 
home railways. We are told that the pro- 
gramme of replacing old  small-capacity 
wocden wagons with larger capacity steel 
ones is to be maintained, and that the num- 
ber required will be very large. I hope 
British Railways will take the wagon builders 
of the country into their confidence, so 
allowing them to plan ahead with certainty. 
I have no doubt that if this were done con- 
siderable economies in the cost of produc- 
tion could be achieved. 


STRONG DEMAND FOR BRICKS 


The cut of £200 million in the capital 
expenditure programme announced by the 
Government two years ago is now seriously 
affecting the civil engineering industry, and 
there is very keen competition for all avail- 
able work. We are continuing to submit 
tenders for all suitable contracts, but the 
profit margin must inevitably be very low. 

Demand for bricks, however, continues 
very strong, and our output figures again 
show an increase. We have been particu- 
larly gratified by the popularity gained by 
the bricks from our Blaby plant, and 
arrangements are in hand to double the out- 
put from this works. A new kiln and drying 
shed is being installed, and we hope it will 
be in production by the end of this year, 


THE KELVIN COMPANY 


Of our subsidiaries, the Kelvin Company 
continues to produce very satisfactory profits 
at the Glasgow works, and the works at 
Greenford have come through the re-opening 
troubles well. I am glad to pay a tribute to 
Mr Harold Jacobsen, director and general 
manager of the Kelvin Company, to whose 
energy and ability the success of the under- 
taking in his charge is so largely due. 

In the autumn of last year, we came to the 
conclusion that an even closer relationship 
between our works at Butterley and the 
Ruabon works of Hughes & Lancaster 
Limited was desirable. Certain changes in 
the management and organisation were 
effected. Mr Newman was_ appointed 
director and general manager of Hughes and 
Lancaster Limited, in addition to his duties 
as general manager here, and Mr Weetman, 
who for some years has been manager of 
our machine shop here, was appointed works 
manager at Ruabon. The results since these 
appointments were made certainly seem to 
justify them, and, with the new shop coming 
into production in the autumn, the prospects 


are favourable. 
NEW MILKING STATIONS 


_ There has, 7: am afraid, been much 
irritating delay in the completion of the new 
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milking stations or our farms, to which | 
referred last year. At the moment, only on- 
is in use, though I hope the other two will 
be completed in a few weeks’ time. We a, 
still threatened with the requisition of , f 
large acreage of land for opencast ¢o,! 
mining, although as a result of energer- 
representations, in which we were much t 
helped by officials of the Ministry of Aon. f 
culture, the area originally contemplated has 
been somewhat reduced. 

Our anxiety on this score is intensified } 


cur experience of other areas in our farm; 
which were requisitioned some years ago and 
have now been restored. Restcration I fea; 
can only be held to describe the work done 
to the land, not the effect on the land itself 
In the ocpjnion of our experts, it will be 4 
lifetime before the land regains its fertility 
and for many years to come it will produce 
less than a tenth of what it did. Can 
really be good economics to inffict such lasr- 
ing damage for the sake of so small and 
temporary a reward ? 


COAL COMPENSATION DELAY 


It is now three and a half years since our 
coal mines were taken Over by the Nation: 
Coal Board, and though we have recess 
quite substantial sums on account of com- 
pensation, the final amount is not yet fixed 
and if the statutory procedure is followed 
it may well be five years before it is. | make 
no apology, therefore, for repeating the word, 
I spoke to you in 1948. This is what I 
said: “I do most sincerely hope that certain 
proposals aimed at shortening and simplify 
ing the procedure at Stage III which will be 
shortly under consideration by coal owners 
in our two districts may be sympathetically 


studied by them, and they may come to the 
conclusion that in this case rough but speedy 
justice is preferable to justice possibly more 


exact but certainly long delayed and vers 
expensive.” 

t that time our hopes came to nothing 
but I am glad to say that at the presen 
moment another effort is being made. As 
you know, our coal interests are situated in 
two valuation districts, North Derbyshire 
and Notts. In North Derbyshire, coai 
owners representing 85 per cent. of the 194 
output have intimated their suppert in 
principle of a scheme for shortening the 
Stage III procedure, and in Notts, al! 
colliery companies except ome = suppor 
another scheme on somewhat similar lines 
I believe that complete unanimity is essen- 
tial to the success of these schemes, and I 
do appeal to those who have not yet agreed 
to the schemes to reconsider their attitude so 
that we may all go forward together and pu 
this weary business behind us. 


“THROUGH FIVE GENERATIONS ” 


A book has recently been published entitled 
“Through Five Generations—The Hisiory 
of The Butterley Company,” by R. H 
Mottram and Colin Coote. I commend '! 
to you, not only as being eminently readable 
but as a real contribution to the history 
the Industrial Revolution in general, and the 
coal mining industry in this ccuntry in 
particular. And, as shareholders, you wi'l, ! 
hope, be not mistaken in deriving from 
study of our past a sober confidence in our 
prospects for the future. 

As in the past, so in the future our success 
must depend on the energy and ability 0 
our officials and workpeople. They do no 
fail us, and on your behalf I would once 
more express to them our appreciation ans 
thanks. 

I now have pleasure in moving: “Th. 
the directors’ report and accounts which 
carry the following recommendations :— 

(1) The payment on the 30th June, 199), 
to the Ordinary Shareholders of a sum © 
£252,000 (representing 14 per cent. on th 
amount of the Ordinary Stock) out of th 
excess of compensation received over the 








one 
will 
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took value of main line wagons now vested 


n ihe National Coal Board, and 
(2) the payment on June 30, 1950, 
{a final dividend on the Ordinary Stock of 


6! per cent., less tax (making 10 per cent., 
less tax, for the year), which will absorb 


664.350 and the carrying forward of the 
nalance of £204,819, 


re received, approved and adopted.” 


The resolution was duly seconded and 


carried ; the retiring directors, Mr M. F. M. 
Voight and Mr P. N. Wright, were re- 


‘ 





elected ; the auditors, Messrs Price, Water- 

use and Company, were re-appointed, and 
proceedings terminated with a vote of 
ks to the chairman, 


the 


i 





ROTHMANS LIMITED 


(Cigarette Manufacturers) 


60TH TRADING YEAR 
EFFECTS OF DEVALUATION 


The twenty-first annual general meeting of 
Rethmans Limited, was held on June 29th in 

ndon, Mr Sydney Rothman (the chairman) 
residing. 


The following are extracts from his 
circulated statement :— 

Profits and capital: The profits of the 
group are £269,000 depreciation absorbs 
£45,000. taxation £132,000, leaving a 
csposable profit of £92,000. It is proposed 
10 psy a dividend of 124 per cent. on the 
ordinary shares, to transfer £23,000 to re- 
serve for future depreciation, and £37,000 
o the general reserve. Total capital 
reserves and surplus are £911,000. 

Jubilee Year : The business was 
established sixty years ago by the late Mr 
Lous Rothman, and was incorporated as a 
public company in 1929. In 1930, the 
company’s 


¢ 


capital and 


reserves were 
(221,000, the increase to date being 
690 000. 

Share Bonus : At an extraordinary 


seneral meeting shareholders will be invited 
pass resolutions authorising the issue of 
non-voting ordinary share for every five 
ordinary shares held, by the capitalisation of 
32,000 of the general reserve, 
| The Year’s Trading : The company has 
teen able to sell, without high selling costs, 
the maximum quantity of its main product— 
cigarettes. Its principal brands are 
Kothmans Pall Mall de Luxe, White Horse 
nd Pall Mall Medium. In consequence of 
fovernment controls, it has suffered a short- 
f tobacco and has been obliged to ration 
customers at home and abroad. The bulk 
the company’s present stock of leaf was 
‘red at predevaluation sterling costs. 
ng prices have not been raised at home, 
nc, in effect, manufacturers are selling 
omerican tobacco (after manufacture) at less 
‘ian replacement cost. 


W in 
Workers and Management: The team 
has been excellent and I express my 


io nks to my co-workers for their successful 


Sell 


“torts. Mr C, Stanley Gray, has for some 
‘cars acted as assistant managing director. 


“¢ has been invited to become one of our 
‘ml managing directors and has accepted 
‘is position. I congratulate him upon the 
eppointment. 
Prospects : 
ncreased 
materials. 


Devaluation must result in 
costs of tobacco and _ other 
It will be difficult to earn this 
year the same rate of profit as last year. 
“owever, the orders in hand and the busi- 
ness In sight are satisfactory, and one can 
‘ucipate that throughout the world 
mokers will continue to smoke and _ that 
“ar company will secure its share of the 
lyade. 


The report was adopted. 


TAYLOR WOODROW 
LIMITED 


A YEAR OF STEADY PROGRESS 


The annual general meeting of Taylor 

Woodrow Limited was held on Friday, 
June 30th, in London. Mr Frank Tavlor 
(chairman) presided, and in his statement 
Previously circulated he said :— 
_ From the sale of certain investment proper- 
ties we have created a capital reserve account 
of £42,947. Your directors suggest that the 
general reserve be increased by a further 
£35,000 to £150,000. The consolidated 
balance sheet shows a provision for contin- 
gent liabilities on contracts of £200 000, less 
taxation, leaving £99000 net. Provision 
for taxation has been made for the vear 
1950-51. 

Profit for the year before taxation and 
depreciation is £415,846, plus capital profit 
of £42,947, making total profit of £458,793, 
compared with £404,960, plus capital profit 
of £29,971 in 1948, making £434,931. After 
depreciation and taxation reserves. directors’ 
fees and remunerations, there remains a 
balance of £71,628, which, with the balance 
brought forward from the previous year, 
£49,070, leaves a total of £120,698. Your 
board recommend that the dividend be main- 
tained at 20 per cent. for the full year. To 
maintain our preference dividend of 6 per 
cent. and an ordinary dividend of 20 per cent. 
we only require £66,000 gross, or £36,300 
net. 

ENGLAND: —Our construction company 
continues to progress and is now well estab- 
lished in the forefront of the industry. Apart 
from civil engineering works well in hand, 
which include open-cast coal production 
work, Air Ministry contracts, construction of 
power stations, factories and pre-stressed 
concrete bridges, we have several new pro- 
jects, including the foundations for a new 
power station, a very large factory and a 
contract for the London County Council 
value approximately £2.500.000, 

New plant is being added to the hire fleet 
and the new plant workshops are complete 
and occupied. Contracts for reconditioned 
plant have kept the equipment company busy 
during the year, and contracts on hand are 
sufficient to provide work for at least twelve 
months. Our bailast pits continue to function 
satisfactorily and two new pits have been 
completed. The tyre remoulding and dis- 
tributing organisations are meeting competi- 
tion, but progress has been made. The plant 
manufacturing company has made substantial 
strides and your board have decided to build 
increased factory facilities. Our joinery com- 
pany has been engaged in supplying fitments 
for houses and flats, power stations, gas works 
and factories, but current building licence 
restrictions continue to cause a shortage of 
work, resulting in keen prices. Experimental 
and development work has been undertaken 
with plastic material which can be used as 
an alternative to materials in short supply. 

OVERSEAS :—Our associated company, 
Tavlor Woodrow (West Africa) Limited, 1s 
now established in Nigeria and the Gold 
Coast. We have obtained the contract for 
extensions to the Takoradi Harbour, value 
approximately £2,500,000. Subsidiary com- 
panies in East Africa have carried out exten- 
sive contracts, including the Kenya Girls 
Boarding School, factories, housing and 
offices at Magadi, and the Mikindan Pipeline 
Scheme. We have carried out extensive 
works in connection with the Overseas Food 
Corporation’s Groundnut Scheme in Tan- 
ganyika, but conditions were most unsatis- 
factory and unbusiness like, and I asked the 
O.F.C. to release us from our contract. We 
are in the process of finalising this contract. 
Following on our experience in prefabricated 
housing, we have developed other simular 
structures for tropical countries. 

The report and accounts were adopted. 
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HONGKONG TIN LIMITED 


DIVIDEND OF 35 PER CENT.—LOOKING 
AHEAD 

The twenty-first annual general meeting 
of Hongkong Tin Limited, was held on 
June 29th at Asia House, Lime Street, E.C.3. 

Mr Jack Addinsell, the chairman, said in 
the course of his statement: As the result of 
the sale of 9304 tons of tin ore the accounts 
show a gross profit of £179,375, which is 
nearly double that of the previous year, the 
dredge having worked the exceptionally rich 
ground to which I referred in previous 
Statements, From the gross profit, £10,850 
has been written off fixed assets, and United 
Kingdom taxation requires £136,905. A 
final dividend of 174 per cent. makes 35 per 
cent. for the year, leaving £53,707 to be 
carried forward, Before arriving at these 
figures £57,029 was paid to the Malayan 
government in royalty and tin duty 

Throughout the year the dredge worked 
towards the northern boundary and, as anti- 
cipated, very high values were encountered. 
The results must be regarded as exceptional. 
Special arrangements were made to provide 
suitable conditions and facilitate experiments 
for the future treatment of rich ground 
situated below the maximum digging depth 
of the dredge. The northern limit was 
reached in February, 1950. ‘The dredge is 
now turning to the west and south through 
good but lower grade ground from which 
satisfactory but variable outputs are to be 
expected 

Your general managers estimate that 
within the Sublease Areas there remains a 
further proved life of 9} years, subject to the 
conversion of the treatment plant on the 
dredge to modern jigs and the installation 
of special clay treatment plant, to permit 
the recovery of both very fine and excep- 
uonally coarse ore when selected areas are 
dredged a second time in a_ different 
direction. 





TELEPHONE 
MANUFACTURING CO, 
HIGHLY SUCCESSFUL TRADING 

The twentieth annual general meeting of 
this company was held on July 3rd in 
London, Mr Fred T. Jackson, O.B.E., 
Comp.1.E.E. (the chairman and managing 
director), presiding. 

The following is an extract from his circu- 
lated statement for the year ended December 
31, 1949:— 

The accounts show another highly success- 
ful year of trading, and reflect the results of 
a year of considerable activity. The profit 
of the parent company amounted to £193,770 
as compared with £209,376 for 1948. The 
group profits amounted to £220,000 as com- 
pared with {228,654 for 1948. The turnover 
fell very little short of the total for 1948, 
which was a record apart from the war vears. 
The rate of profit has been maintained, 
although we have had to extend the range 
of our products to cater for the needs of the 
export market. : 

The attention that we pay to efficiency 
in operation has made these results possile. 
I do not think we can be accused of exer- 
cising other than moderation and restraint in 
recommending an increase from 6} per cent. 
to 74 per cent. in our final dividend. 

Direct exports constituted 30 per cent. of 
our output, and for the first three months of 
this year this percentage has increased to 
67 per cent. . 

Our long-term prospects are bright, but the 
immediate future gives cause for some con- 
cern. Keener prices and the increased cost 
of materials arising from devaluation will 
affect our figures for the current year. How- 
ever, our trading results so far are very satis- 
factory, and I anticipate that the profits will 
be sufficient to maintain our dividend and 
have something in hand for general reserve. 

The report was adopted. 
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“SHELL” TRANSPORT 
AND TRADING COMPANY, 
LIMITED 


IMPORTANCE OF PETROL 
DE-RATIONING 


The annual general meeting of The 
“Shell” Transport and Trading Company, 
Limited, was held on June 30th in London. 

Sir Frederick Godber, the chairman, said: 
Gentlemen, I have little to add to my speech 
circulated with the report, except to say that 
since my statement was prepared, one matter 
of very great importance, both to this country 
and the Commoagwealth, and to the oil 
industry which serves them, has occurred, 
namely, the de-rationing of petrol. 


Although only a short time has elapsed 
since this took place, it is already possible to 
see the beneficial effect it has had upon 
industry generally, and upon the public, and 
the many other incidental benefits which have 
emerged. 

Notwithstanding the congestion of traffic, 
it is a pleasant sight for all of us to see 
happy family parties with their large or 
small cars enjoying the beauties of the 
countryside as a result of this relief from pro- 
longed austerity. The psychological effect 
has been immense. 


LONG-TERM PLANNING 


So far as the oil industry is concerned, de- 
rationing of course followed naturally from 
the efforts of the oil compauies to provide 
ample supplies of petroleum products from 
their great new refineries which have been 
constructed in this country and elsewhere. 
I would like to emphasise that it is not some 
fortuitous chance that has produced this 
happy state of affairs, but rather the long- 
term planning by all the units of the oil 
industry. 

As we anticipated, the industry has taken 
the release from this particular control in its 
stride. There have been no embarrassments 
and we now look forward to the day when 
the remaining controls are removed. 

One other matter to which I should like to 
refer that has occurred since the publication 
of my statement is the very great honour 
of Kmghthood which His Majesty the King 
has conferred upon one of our managing 
directors, Mr George Legh-Jones. I am sure 
you will desire to add your congratuiations 
to those of the board and, whilst it is 
primarily a well-deserved reward of Mr Legh- 
Jones’s ability and attainments, we may per- 
haps as a group accept some of the reflected 
glory in that we may consider it as recogni- 
tion also of the group’s contribution to the 
national well-being. 

The chairman then moved the adoption of 
the report and accounts and the payment of 
a final dividend of ls. per share or £1 stock 
unit, free of income tax, on the ordinary 
capital. 


Sir Robert Waley Cohen, KBE, seconded 
the resolution and it was carried unanimously. 


Sir Richard Hopkins proposed a vote of 
thanks to the chairman and directors and also 
to the staff of the group for their services 
during the past year. Stockholders all agreed 
that this was a very prosperous and a very 
great undertaking and that prosperity in an 
organisation of this kind comes from wise 
and experienced direction by the directors at 
the top ; competent and imaginative manage- 
ment on the part of the general managers 
and those associated with them, and loyal 
and conscientious efficiency and industry on 
the part of the great numbers of people who 
served them in various places. 


The vete was unanimously accorded and 
the chairman’s acknowledgment concluded 
the proceedings. 
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ANGLO-IRANIAN OIL COMPANY, LIMITED 


TERMS OF AGREEMENT WITH [IRANIAN GOVERNMENT 


The forty-first annual general meeting of 
the Anglo-Iranian Oil Company, Limited, 
will be held on July 25th at Britannic House, 
Finsbury Circus, London, E.C.2. 

The following are extracts from the 
statement of the chairman, Sir William 
Fraser, C.B.E., circulated with the report 
and accounts for the year ended December 
31, 1949:— 

Our accounts for 1949 have been prepared 
on the same basis and in the same form as 
for the previous year, and comparative 
figures have been shown. 

The Group trading profit is £38,666,485, 
compared with last year’s figure of 
£50,700,804. This is arrived at after making 
provision for depreciation on fixed assets, 
oil exploration interests and survey repairs 
aggregating £24,353,920, the corresponding 
figure for 1948 being £17,683,902. 

In conformity with the dividend limitation 
policy recommended by His Majesty’s 
Government, your directors have again 
decided to recommend a final dividend of 
25 per cent., less income tax, on the ordinary 
stock, making 30 per cent. for the year. You 
may remember that last year I stated that 
the payment of a larger dividend would have 
been warranted. A similar conclusion would, 
I think, again be warranted in respect of the 
results for 1949. 

Capital expenditure of the Group in 1949 
Was approximately £55,750,000, and the 
excess of this amount over the £35,353,920 
retained in the business is reflected in the 
reduction of liquid assets less liabilities. 

The decrease in our profits, despite the 
considerable increase in our total sales, 
reflects the rising tendency of costs 
and the lower prices of products as 
compared with the previous year. During 
1949 the growth of total world demand for 
oil products slackened, a reduction in the 
expansion rate in the United States more 
than offsetting an increase in the rest of the 
world ; at the same time the successful 
efforts made in 1948 by all sections of the 
industry to expand supply facilities were 
becoming increasingly effective. 1948, which 
twelve months ago I called a very remark- 
able year, was thus followed by what might 
best be described as a readjustment year in 
1949, for at present it appears that total 
world demand is again moving upwards. 


DISCUSSIONS WITH THE IRANIAN 
GOVERNMENT 

In my statement to stockholders last year 
I referred to the discussions which had been 
taking place between the Imperial Iranian 
Government and the company on matters 
connected with our concession agreement in 
Iran, and briefly described the main subjects 
discussed. 

Later at Our annual general meeting on 
July 26, 1949, I was able to announce that, 
on July 17th, a supplemental agreement to 
the company’s 1933 concession agreement 
had been signed in Teheran on behalf of 
the Iranian Government and the company. 

In accordance with Iranian law, the 
agreement was thereupon submitted in the 
form of a Bill to the Majlis for ratification. 
No finality had been reached before the 
period of office of that Majlis terminated 
shortly afterwards, on July 28th, and it is 
understood that the Bill will be presented to 
the new Majlis which has now reassembled. 
In the meantime, the company’s payments 
continue to be made on the basis of the 1933 
concession agreement. 

After ratification of the supplemental 
agreement the company will, in accordance 
with the details set out, pay to the Govern- 
ment £5,090,909 in respect of the amount 
standing at general reserve at December 31, 
1947, together with the additional sums 


made necessary under the various heading; 
of the new agreement on account of 1948 
and 1949. The payments for these two 
years, on the basis of the 1933 agreement, 
amount in total to £9,172,245 and 
£13,489,271 respectively. With the agree. 
ment ratified the corresponding payment; 
would be £18,667,786 and £22,890,261, Full 
provision up to the end of 1949 has been 
made in the accounts for the extra payments 
which would become payable under the 
supplemental agreement. 


DISTRIBUTION AND SALES 


Our sales of refined products and crude 
oil in 1949 amounted to a net total of 
30,500,000 toms, some 4,000,000 tons more 
than in 1948 All refined products and 
crude oil contributed to this increase, which 
was also well spread over our various 
markets. 

World market prices, as measured by th: 
customary index of quotations in the U.S 
Gulf of Mexico, receded during 1949 from 
the levels attained in 1948 in the case of a 
products except aviation spirit. For moto 
spirit the decrease was only slight, b 
quotations for fuel oils and middle distillate 
continued the sharp downward trend 
referred to in last year’s report; fuel o 
quotations were substantially reduced durinz 
the early months of the year, although from 
June onwards there was a partial recovery 
Oil is a commodity of international trade 
and, as consumption requirements can onl; 
be met by drawing on production fron 
both sterling and dollar sources, it has a 
common basis of valuation independent of 
the currency classification of its source. In 
consequence, the changes in currency values 
last autumn, which did not affect the dollar 
value of oil products, resulted in highe 
prices expressed in sterling. 

In the United Kingdom, our largest 
market, motor-spirit rationing continued 
throughout 1949, but was terminated at the 
end of May, 1950, following the offer o! 
certain American companies to provide 2 
part of the necessary additional suppliss 
against payment in sterling. This welcome 
development depended also on the abilit; 
of ourselves and other sterling suppliers to 
meet the greater part of the additional 
demand expected, and the increased supplies 
forthcoming from our Abadan and 
Liandarcy refineries were an important 
factor. The sale of motor-spirit under brand 
names remains in abeyance, and the need for 
maximum quantity precludes the introduc- 
tion at present of higher standards of quality 
In the case of kerosene it has been possible 
to reintroduce a premium grade, which ou: 
marketing associates Shell-Mex and BP 
Limited recommenced selling towards the 
end of 1949. 


RESEARCH 


The company’s research organisation, in 
this country ana overseas, continues its 
intensive support of our current operations 
and their future development. We, with 
other leaders in many branches of Britisi 
industry and commerce, can take legitimat: 
pride in the vigour with which, in close 
association with the universities and other 
learned institutions, experience is combined 
with experiment in practical and scientific 
research for the general betterment of 
mankind. 

The scale and diversity of our operations 
require an exceptionally wide range of effort, 
skill and management, and the companys 
personnel is efficient and well-balanced in 
all these respects. I am sure that you will 
join the board in thanking all employees 2° 
a afloat and overseas for good work well 
one. 
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BRITISH SOUTH AFRICA 
COMPANY 


LARGER INCOME AND DIVIDEND 


The annual meeting of The British South 
Africa Company was held on June 29th in 
London. 

Sir Dougal O. Malcolm, K.C.M.G., the 
President, in the course of his speech, said: 
We present our report and accounts for the 
year ended September 30, 1949, another very 
sood year, as I think you will agree ; better 
even than last year, good as that was. 


Our profit for the year at £1,458,778 
exceeds the previous year’s profit by £64,000 
odd. We recommend a dividend for the year 
under review of 334 per cent., that is to say, 
Ss. a share less income tax at 9s. in the {, 
io absorb £1,204,569, as against 264 per 
cent. or 4s. per share, absorbing £963,655 
the year before. ‘This will still leave us a 
carry forward increased by £254,209 to 
£1.841,028. 


WONDERFUL MINING RESULTS 


The remarkable prosperity of our company 
in these latter years, and I hope that you 
will agree with me in thinking that it is 
remarkable, is, of course, due in very great 
measure to the wonderful results obtained by 
the Northern Rhodesian Mining Industry, in 
particular the copper mining industry, whence 
we benefit so greatly both as very large share- 
holders, directly and indirectly, in the mining 
companies, and as recipients under our agree- 
ments with them, by which they receive their 
mining rights from us, of royalties, which vary 
vith their output and with the price of 
copper and other minerals. 


During our year under review the sterling 
uvalent of the New York price for elec- 
tolytic copper averaged £117 per ton. 
During the year now current it has so far 
averaged £151 and is now at the extremely 
nigh figure of £180, so that for our year now 
current I think I am justified in anticipating 
that our mineral revenue will not be materially 
less than it was for our year under review. 








THE AGREEMENT 


The reception accorded to our circular 
regarding the agreement with the Govern- 
ment justified, I think, the belief that the 
conclusion at which we arrived met with 
general acceptance, Of course the agreement 
volves substantial sacrifice on our side ; 
but it does make the position as it stands, 
n the light of the agreement, safe for thirty- 
seven years, ' am satisfied that the other 
parues to the agreement will live up to it. 


_1 am satisfied that there is no intention on 
the part of the Leader of the Elected Mem- 
cers of the Northern Rhodesian Legislative 
Council, who is a man of his word, or of his 
colleagues, from whom came the initiative 
which led to the negotiation of the agree- 
ment, t0 go back upon it in any way. 


More than that, Clauses 10 and 11, the last 
‘wo clauses of the formal agreement, imple- 
menting No. 2 (e) of the Heads of Agreement 
secure, so far as is humanly possible, that any 
‘ulure government which may be set up in 
‘Northern Rhodesia in place of the present 
‘town Protectorate administration will be 
‘ound by it. This is a very important 
“ement in the security which the agreement 
‘lords to our position fer the thirty-seven 
‘ears from the beginning of our financial year 
how current. 


In submitting the formal agreement for the 
‘pproval of the extraordinary meeting, which 
‘S10 be held in a few minutes, your board 
'S entirely confident that it will be recom- 
mending what is in your best interests. 


_ The report was adopted and the agreement 
with the Government was approved. 


RHODESIA BROKEN HILL 
DEVELOPMENT COMPANY, 
LIMITED 


SATISFACTORY OPERATIONS 


The fortieth annual general meeting of the 
Rhodesia Broken Hill Development Company, 
Limited, will be held at the Chartered Insur- 
ance Institute, 20, Aldermanbury, London, 
E.C., on July 25th. 

The following is an extract from the report 
of the directors te be submitted to the 
meeting : 

The profit for the year after charging all 
costs and expenses was £2,248,424. 

The directors recommend the payment of 
a dividend of 40 per cent., less income tax, 
in respect of the year ended December 31, 
1949. 


CAPITAL EXTENSIONS 


Lead Smelter Plant—The chairman re- 
ferred in his statement last year to certain 
additions and improvements to the lead 
smelter plant which were being undertaken 
with a view to obtaining a better recovery 
from the ore mined. Since that time, as the 
result of further investigations and large-scale 
tests, the consulting engineers have recom- 
mended additions and improvements to the 
plant extensions as originally designed, so that 
a still higher output of lead will be obtained 
from a smaller tonnage of ore mined. Partly 
as the result of these additions and partly of 
additional costs of plant ordered abroad, 
arising from the devaluation of the £, the esti- 
mated cost is now £514,000. It is expected 
that the new plant will be in operation by the 
middle of 1951. This matter is referred to in 
more detail in the chairman’s statement 
accompanying this report. 

Zinc Plant Extensions.—In his statement 
Jast year the chairman stated that considera- 
tion was being given to an extension of the 
zinc plant, but that a final decision could not 
be made until definite conclusions had been 
reached on the prob!ems of water supply and 
electrical power. The consulting engineers 
now consider that adequate water and electric 
power will be available for a 25 per cent. 
extension to the zinc tankhouse. The board 
has approved this extension, which is 
estimated to cost £100,000, and it is hoped 
that it will be completed by June, 1952 

Davis Shajft—In order to mine ore from 
the lower levels, the consulting engineers have 
recommended that the Davis shaft should be 
deepened and a second pump station installed 
at about 500 feet below the present one. This 
project, which is estimated to cost £110,000, 
has been approved by the board, and work 
has already commenced 


CHAIRMAN’S STATEMENT 


The following is an extract from the state- 
ment by the chairman (Mr S. S. Taylor, 
CM... D.S.O.), which has been circulated 
with the report and accounts :— 

Our operations since the beginning of 1950 
have continued very satisfactorily. The total 
production for the five months to the end of 
May, 1950, was:— 


Long tons 
TING... 5c: Cnacgpabiecsignere 9,390 
ROE i isiecices eabatieimbuns 5,800 
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CITY OF LONDON REAL 
PROPERTY 


RESTRICTIONS ON REBUILDING 


The eighty-sixth annual general meeting of 
the City of London Real Property Company, 
Limited, was held on July 3rd in London, 
Mr Edmund Howard, F.S.I. (chairman and 
managing director), presiding. 

The Chairman, in the course of his speech, 
said: 

Gross_ rents and net service charges 
amounted to £1,009,302, and the balance 
remaining after deducting the usual outgoings 
amounted to £670,467, an increase of £67,695 
over last year. The directors recommend a 
dividend of 5 per cent. on the ordinary stock, 
an increase of } per cent. on last year. 

During the past few years progress has been 
made in the complete redecoration and 
modernisation of all cur properties, and by 
the end of the year it is anticipated that this 
work will have been completed. 

The present position with regard to office 
accommodation is extremely critical. If we 
received permission to re-develop all our 
vacant sites On important centres in the City 
we could then accommodate only about one- 
thitd of the applicants. 

During the year the company has ‘taken a 
lease from the Fishmongers’ and Cloth- 
workers’ Companies of the large site situated 
between Lime Street and Billiter Street, and 
plans were prepared which have received 
Town Planning approval. I was approached 
by the chairman of the Committee of Lloyd’s 
as to the grantung of an under-lease to them 
for the whole of our term in respect of the 
portion of this site lying north of Fenchurch 
Avenue. 

Negotiations have resulted in an under- 
standing whereby this under-lease will be 
granted. 

The report was adopted. 


CENTRAL AND DISTRICT 
PROPERTIES, LIMITED 
DIVIDEND OF 15 PER CENT 


The annual general meeting of Central and 
District Properties, Limited, was held in 
London on June 30, 1950. 

Mr A. W. Bourner, the chairman, said in 
the course of his speech: I have pleasure in 
presiding at this sixteenth annual general 
meeting, as after a lapse of fourteen years it 
has become possible to pay a dividend to the 
holders of the ordinary shares. 

Once again I am able to report to you an 
increase in the profit of the parent company 
as compared with the previous year. 

With regard to the subsidiary companies, 
as compared with the previous year, there 3s 
an increase in the profit before the charge fox: 
taxation and the reserve for amortisation of 
£1,549. | 

Your directors have pleasure in recom} 
mending the payment of a final dividend og 
10 per cent., making, with the interim divi’ 
dend of 5 per cent., a total of 15 percent. 4% 

During the year under review two of yout 
company s properties have been sold. One «8 
these sales resulted in a surplus over the boo} 
value ; the other, a building site which you 
directors hoped at some time to develoy;, wt 
compulsorily acquired by the local coyporsy 
tion, and, despite prolonged negotiatioy;s tx 
expert valuers, resulted in compensation’ beii3; 
paid at £4,567 less than the actual book vahf, 

There is a definite proposal to acquire fron: 
the company a property which if accepied '2/ 
your directors will show a surplus of appror$- 
mately 50 per cent. over the book vah., 
namely, a surplus of about £20,000. . 

Provided no unforeseen circumstances arise 
nor new legislation of a nature adverse to 
your interests is passed, we can, I think, look 
forward to a more stable future for your 
company. 

The report and accounts were adopted. 
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Statistical Summary 


EXCHEQUER RETURNS 


For the 6 davs ended June 30, 1950, total 
ordinary revenue was 462,769,000 against 
ordinary expenditure of £49,954,000 and issues 
to sinking funds 416,000. Thus, including 
sinking fund allocations of £2,524,000 the surplus 
accrued since April Ist is 441,021,000 compared 
with £315,000 for the corresponding period a year 
ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 
Receipts ito the 


Exchequer 
(£ thousand) 











30, 
1949 





| Esti- |\pril 1JApril 1 
Revenue | mate, | 1949 | 1950 [5 Days|6 Days 

)1950-5 to to ended | ended 

| June June | June 

| 

! 


£000 





ORDINARY 



























REVENUE | 

Income Tax...... 1388000) 185,698 184,972] 15,598 14,677 
GRE. ccd wee 120, 22,600! 23,1 600 

Estate, etc., Duties, 195,000) 44,000, 50,600) 2,800, 3,800 
SN. 56c<e pegs y 12,700} 12,21 300 565 
Profits Tax .... 270,06 49,160 44,4201 2,560 2,200 
De. ssxsenes . 16,100) 500 900 
Other Inland Rev. 5 70) 10 20 


SpecialContributn. 8,500 








Total Inland Rev. |2028000j 338,828 320,627] 22,868) 23,202 


18,647, 18,167 
15,737 19,185 








Cosdaent..s<ccese 870,650) 202,054, 215,43 
edb... nocses | 713,150) 156,000 168,2 











Total Customs and 


Excise .....0+- 1583800) 558,054 383,631] 34,384) 37,352 


5,282) 
27,883, 10, 


4,045, 25,97 
2,240) 2,4 
2,266, 1,38 
18,133 19,03 
Total Ord. Rev... 3897800] 756,731, 768,754] 58,242, 62,769 








Motor Duties... .. 56, 
Surplus War Stores) 35, 
Surplus Receipts 

from Trading...) 85, 
P.O. (Net Receipts) si 
Wireless Licences.| 153, 
Sundry Receipts..| 27, 
Miscell. Receipts 

(in. Crown Lands) | 170,00 














\—- 





Secr-BaLaNcING | 
Post Ollice....... 31,250, 40, 








2,000; 3,300 

Income Tax on} | 
E.P.T. Refinds. | 1,785) 225 «218 
Tet. ek 4075650 795,766) 811,712 60,467\ 66,287 


to meet payments 
{¢ thousand) _ 


OBDINARY 
EXPENDITURE 

Int. and Man. of! 
Nat. Debdt..... | 490, 

Payments to N.;| 
Sreland...o.»=. | 36, 

Other Cons. Fund! 
Services ...c00: | 


7,821, 8,18 
1,535 97 


ee | 537,000) 115 637 115,90 
Supply Services . . '2918069 638,312 609,30 


Total Ord. Expd.. 
Sinking Funds.... | 









140,210 














140, 210 
42,599 49,744 


42,739, 49,954 
10 10 





Total (excl. Self-| 


Bal. Expd.)....} 42,749| 49,964 





; 








Secr-Bavancine | 
Post Office.......| 
Income Tax on, 

E.P.T. Refunds.! 5,7 


37,250) 40, 
; 
1,785 2,65 





2,000, 3,300 
225, 218 





Atter increasing Exchequer balances by 7509,087 to 
£3,845,007, the other operations for the week decreased 
the gross National Debt by £541,490 to £25,871 million. 


NET rae (£ thousand} 


NET ISSUES (¢ thousand) 

Interest outside Permanent Debt charge ....cce. 818 
DP. 2. Pe a ka os 0g cg vend cag Ohh e0¥0 seeccece 265 
Export Guarantees Act, 1949, s. 3(2) ....... ances. myeaee 
Local Authorities Loans Act, 1945, s. X{1)..... ese 4,750 
Overseas Resources Development Act, 1948 :— 

CN TRUE icin cehianasdtcureabess ionee 138 
Miscellaneous Financial Provisions Act, 1946 :— 

War Damage: War Damage Commission ...... 3,000 
Finance Acts, 1946 and 1947, Postwar Credits.... 408 


Sanne 


11,694 


Printed in Great Britain by St. Ccements Press, Lrp., Port 
at 22, Ryder Street, St. James’s, London, s.w.i. 








CHANGES IN DEBT (£ thousand) 


BANK OF ENGLAND 


RECEIPTS PAYMENTS 
Tax Reserve Certs. 10,420 | Treasury Bills .... wees 
Other Debt :— Nat. Savings Certs. A 
Internal. ......+ 12,780 24%, Def. Bonds... 63 RETU RNS 


3% Def. Bonds.... 315 
Other Debt :— 
External....... 604 





















































Ways and Means JULY 5, 1950 
Advances ....++ 8,760 
pores ISSUE DEPARTMENT 
23,200 25,741 : ' ‘ 
rg wer vos : a Govt. Debt... 11 dis 10 
nCicculation 1502,603,310) Other Govt 
FLOATING DEBT In Bankg. De- | Securities ... 1338, 197.937 
(4 milhon) partment .. 47,753,515 | Other Secs.... 77 tT 
Ways and i = — 
ys rea- an gold)... 11,145 
are Anas. | sury | Lota Amt. of Fid——— 
Date & ric eet aa De- | Float- Segme........ 1350.09 
aa Sa | Bank ] posits ing Gold Coin and 
Public | of by Debr Bullion = {at 
Tender| Tap | D-pts.| Eng | Banks 248s. Od. per 
land oz. fine)..... 355,823 
4475-8 329-9 | 1550,556,825 1359 $25 








1950 
April 8] 2910-0| 1952-1] 397-1} +3 5724+ BANKING DEPARTMENT 
» 1512920-0 | 1958-0} 410-8 eve 5747-3 
», 221 2920-0 | 1959-2] 447-6]... 5781-8 : é Be 
" 9912930-0' 1917-9] 436-3 ; 5739-2 | Capital ...... 14,553,000 |Govt. Secs.... 537,511.44! 
| Rest......+++ 3,640,662 |Other Secs.:- 47,115,995 
May 6] 2960-0 1872-9] 420-0! 4-8 5687°17 Public Deps.:~ 231,315,313 | Discounts and 
» 13}5000-0 1865-4] 416-2]... 5691-6 | Public Accts.* 13,397,697} Advances... 144,39 
w» 20) 3020-0 | 1839-4] 437-9 te 5707°3 H.M. Treas. Securities... oT 
. 27} 3050-0) 1812-0] 439-1] 4-0 5705-1 Special Acct. 217,917,616 
June 21 3070-0 | 1838-2] 431-2 5729-4 | Other Deps.:- 589,479,867 
» 10} 3080-0| 1765-2] 413-2 5638-4 Bankers..... 292,365,971 \Notes........ 47,753,513 
» 17}35090-0) 1784-8] 411-9 2-0 0 | 5638-7 Other Acets... 97,113,896 |Coinm......... 6,507,935 
, 24}3100-0/ 1769-7] 421-4 4-0 5645-1 _——- + - — ine 
4856-9 404-2 2-5 . 638,988,842 635,983,842 


* Including Exchequer, Savings Banks, Conmis 
of National Debt Dividend Accounts. 


TREASURY BILLS 


(4 million) 












COMPARATIVE ANALYSIS 


(£ million) 


Amoun! 





. |Applied 
tore) i Allotted 1950 





















July | June | June July 

1950 6 21 23 5 
Mar. 31 | 230-0 | 273-5 | 230-0 ssue i 

Notes irculation,.... . - 21293-91302 
April 6 | 240-0 | 301-7] 240-0 Notes is booking yo —— sf pre 

» 14 | 230-0 | 301-8 | 230-0 WE Soccer ccstceeet ll-l) 56-5 47-3 

» 21 | 230-0 | 306-4 230-0 Government debt and 

- 240-0 | 337-1 240-0 a, TOY DE, 1299-3 .1549-41549-2 

t thes. oc cccese 0-6 ¢ 
May § | 250-0 331-6 260-0] 10 4-30 | 3 pasar Cineahgen 0-4) 0-4 4 
-0 | . 3-03 68 Valued at s. . / 0 248/) 
® 19 | 250-0 | 312-8| 250-0| 10 3-13 | 73 | Banking Depo — | 

» 26 | 240-0 | 293-5 | 240-0] 10 3-47 1 its — 

blic Accounts ........ ‘8 1-9 13-4 
June 2 | 240-0 | 343-5 | 240-0] 10 2-64 | 67 Tressury Seale! Account 196-2, 209-0 2173 

» 9 | 240-0 | 317-8 | 240-0] 10 3-08 | 67 De acrctaanand 287-8 292-1 292-4 

» 16 | 240-0 | 299-6 | 240-0] 10 3-33 5 NE, bneccbvasactcnia 91-6 96-5 Wl 

» 23 | 240-0 | 315-4 | 240-0] 10 3-06 68 We itas conenae 588-4) 609-5 620-5 

», 30 | 240-0 | 302-4 | 240-01 10 3-21 13 Mite. 

On June 30th applications for 91 day bills to be paid | Government......seeee ee eo os 
from July 3rd to July 8th were accepted dated Monday Discounts, etc.....eceees 14-5 15-4 251 
to Saturday as to about 73 per cent of the amount applied Other ........ see eeneee 23° 35-4 24-0 
for at {99 17s. 5d., and applications at higher prices were DOMES 6 chin seve éeaceboes 588-9) 564-6) 544-7 
accepted in full. Treasury Bills to a maximum of (240 | Banking dept. res......... 17-6 63-0, 545 
million are being offered for July 7th. For the week 42 a. 
ending July 8th the banks will be asked for Treasury | “ Proportion ”.......ssse. 10-5 8 


deposits to a maximum of £25 million at 182 days. 


NATIONAL SAVINGS 


(¢ thousand) 


_* Government debt is £11,015,100, capital £14,555,00) 
Fiduciary issue raised from £1,300 million to {1,59 
million on June 27, 1950. 









oe » otal, 
Week Ended Apr. 1 to 
une 25,\June 24JJune 24, 
1949 1950 1950 GOLD AND SILVER 
avings Certihcates :— ; 
OMMINI 6 654500 cokcks 2,450 | 1,600] 20,650 The Bank of England’s official buying price jor 50!' 
Repayments ...... seeees | 2,900 2,800] 30,700 | Was raised from 172s. 3d. to 248s, Od. per fine ounce 








September 19, 1949, and the selling price to authori! 
dealers from 175s. Od. to 252s. Od. per fine ounce. >)” 


Met Savings .scccvoccces % | 
aes en ai * 450 Dr1,200 \Dr10,050 













Receipts...... se 610 | 375 4,235 cash prices during last week were as follows :— 
Repayments .......000.. 728 835 13,540 
SOOe MOVIE 5 ook no nec 118 D. j aves — 
P.O. and Trustee Savings = — 1950 | z 
Bm gi 11,124 | 11,658 | 150 fe _ York ee00 par toa 
-sueehanccosenes : , , t per to 
Repayments .....0++6... | 14,463 14,721 158 136 a or : 
a Cc. 





Net Savin Dr 5,090 13 ns 
BS weeeeeesesss (73,339 |Dr3,063 Wr 5,090 12 | 115 ; 
7 : i 14 

Total Net Savings......... Dr 3,907 \Dr 7 se a 3 i 1S 

Interest on certificates repaid 574 “Gi ; He July ; ; 7, ; 113 13 

Interest accrued......... +» | 2,366) 2406) 28729) " 4@.- 1890 1] 118 2 

Change in total remaining aan 1390 6 | 115 ll 
Repti asi... 35.5.5, — 2,115 |~ 2927 |— 292) ” —* 


ugal St., Kingsway, London, W.C.2 Published x, LI» 
} C2. weekly by THe Economist Newsparee, L10., 
U.S.- Representative: R. S. Farley, lll, Broadway, New York, ‘-cleneeir. July 8, 1950. 








